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1957 | 1956 % 
NET GENERATION* (Kwhrs in Thousands) 
Neen ak ceaig Soe ea dav wneeaes cxbeenes ee 41,008,107 | 38,565,210 + 6.3 
ee ais c cin cadieaen es sad mesa te mecncans 11,439,064 11,778,567 — 2.9 
a alee Sak R SANS ee >. prea e ods 52,447,171 | 50,343,777 + 4.2 
Add—Net eg Over International Boundaries...............:0cceeeuees 287,162 162,255 +77.0 
ene OL b a kek sae a aiese ee seas heals Mapina nae 167,064 143,552 +16.4 
Less—Energy pe Uised see oa haid's,4cocapciogsh Ga Rape Ames te eters 1,233,845 1,203,368 + 2.5 
Net Energy for Distribution...................00 ccc cecccuceues 51,333,424 49,159,112 | + 4.4 
a oa. a. cicie.s se .0ve.c aise been oecinene s600-aeeaaes 5,166,088 5,253,397 — 1.7 
Sales to Ultimate Customers..................06. cc cee cee eee 46,167,336 43,905,715 + 5.2 
CLASSIFICATION OF SALES 
NUMBER OF CUSTOMERS—As of March 31st 
eee uielsicbiavad ceed seavheenogvaceren 45,990,738 44,667,770 + 3.0 
Rural (Distinct I sacs piston ebiaunebiakdskaig sae es cidede an bene 1,615,722 1,650,441 — 2.1 
Commercial or Industrial: 
Small Light iar ahaa a kee acdireldedid ba dae wd a ea bs 6,119,518 6,042,865 + 1.3 
Large a Na italia 5's paedia 6 6 Oikirk alee. e's Hadondve 4p Suldes 99,173 286,868 + 4.3 
ee ona ida ease ade 61h: diard.4-0 4 <<ialeibibsis Gund 177,689 168,930 + 5.2 
Total Ultimate Customers... .............. 0. cc cece ccc eee ees 54,202,840 52,816,874 + 2.6 
KILOWATTHOUR SALES—During Month of March 
(Kwhrs in Thousands) 
RE a 12,618,157 11,540,547 + 9.3 
Rural oe Rural Rates) ee cece. kway toewaeabenee cae 773,290 778,364 — 0.7 
Small Light i 7,440,081 6,893,108 + 7.9 
inca ndceecccacedeiyeseecs secarcvesasesss 23,508,790 22,930,196 + 2.5 
Gtrect and Highway Lighting. ...............ccscccscceseseseceseeeees 9,055 98,050 + 7.8 
Other Public otiebiian MA elk kar RA a dh Gg bdo k'E Ae ee eee awa 965,475 909,818 + 6.1 
Railways and Railroads: 
Street and Interurban Railways..............cccceccccccceeecccees 208,311 222,609 — 6.4 
I a ee gr 170,273 182,005 — 6.5 
i a iis ccaendutvmbnrsereures 53,904 51,018 | + 5.7 
ye Total to Ultimate Customers. ............... 0. ccc ccc cece eeuees 46,167,336 43,905,715 + 5.2 
Revenue from Ultimate Customers (Thousands)........................ $762,232 $712,949 + 6.9 
RESIDENTIAL OR DOMESTIC SERVICE 
AVERAGE CUSTOMER DATA—For 12 months ended 
March 31, 1957 
Kilowatthours per Customer..............00ccccecceccecessnseneeeeees 3,021 2,820 + 7.1 
ee eines ise siadad cde pinieetsadeceeKbewiewecaceewss $78.24 $74.17 + 5.5 
ND so sc ic caececcecevecsceeecdccsteeseesves 2.59¢ 2.63¢ | — 1.5 





* By courtesy of the Federal Power Commission. 
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ioe HE EDISON ELECTRIC INSTITUTE 
BULLETIN is published monthly by 
the Edison Electric Institute, an as- 
sociation of electric light and power 
companies in the United States and 
its territorial possessions. Its affiliate lhe EDISON 
members consist of members of the 
Canadian Electrical Association. 
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CONVENTIONS AND MEETINGS 
1957 1957 
JULY OCTOBER 


18 EEI Industrial Relations Committee, EEI Head- 
quarters, New York City 


AUGUST 

19-80 University of Michigan Engineering Summer Con- 
ferences, Ann Arbor, Mich. 

26-30 AIEE Pacific General Meeting, Yakima, Wash. 


SEPTEMBER 
9-18 Illuminating Pagienting Dadete National Technical 
Conference, Biltmore Hotel, Atlanta, Ga. 
11 PIP Steering Committee, New York City 
11-13 EEI Industrial Power & Heating Group, Van Curler 
Hotel, Schenectady, N. Y. ; 
13 ECAP Management Group Meeting, New York, N. Y. 


13-14—Maryland Utilities Association 33rd Annual Fall 
Conference, Cavalier Hotel, Virginia Beach, Va. 

19-20 EEI-AGA Accounting Division Organization Meet- 
ing, Leamington Hotel, Minneapolis, Minn. 

20-21 39th Annual Meeting, Public Utilities Association 
of the Virginias, Green-Brier Hotel, White Sul- 
phur Springs, W. Va. 

23-25 EEI Industrial Relations 10th Annual Round Table 
Conference, Drake Hotel, Chicago. IIl. 

23-25 EEI Meter & Service Committee, Hotel Nicollet, 
Minneapolis, Minn. 


23-25 ASME Fall Meeting, Statler Hotel, Hartford, Conn. 


24-25 AIEE 6th Annual Industrial Electronics Symposium, 
co-sponsored with Institute of Radio Engineers, 
Morrison Hotel, Chicago, Ill. 

25 ECAP Copy Group Meeting, Detroit, Mich. 

25-27 PIP 1957 Workshop Conference, Whittier Hotel, 
Detroit, Mich. 


30-Oct. 1 EEI Electrical S; stem and Equipment Commit- 
tee, Cosmopolitan Hotel, Denver, Colo. 


2- 3 PEA 50th Annual Meeting, Bellevue-Stratford Ho- 
tel, Philadelphia, Pa. 


2- 4 Indiana Electric Association, French Lick-Sheraton 
Hotel, French Lick, Ind. 

7- 9 EEI Prime Movers Committec, Hotel New Yorker, 
New York City 

17-18 EEI Transmission and Distribution Committee, Stat- 
ler Hotel, Boston, Mass. 

21-23 ASME Power Conference, Hotel Americus, Allen- 
town, Pa. 

23-25 EEI-AGA Accounting Division Taxation Accounting 
Committee, Williamsburg Inn, Williamsburg, Va. 


28-31 NARUC Annual Convention, Peabody Hotel, Mem- 
phis, Tenn. 


NOVEMBER 


6- 8 EEI Accident Prevention Committee, Penn-Sheraton 
Hotel, Pittsburgh, Pa. 


7- 8 Pacific Coast Electrical Association Hawaiian Con- 
ference, Reef Hotel, Honolulu, Hawaii 


19 PIP Inter-Regional Committee, (Noon to 5 p.m.) 
Mayflower Hotel, Washington, D. C 


DECEMBER 
1- 6 — Annual Meeting, Statler Hotel, New York, 


2- 4 EEI-AGA Accounting Division Electronics Seminar, 
Sheraton Cadillac Hotel, Detroit, Mich. 


5- 6 EEI Industrial Relations Committee, Jointly with 
the New England Personnel Group, and probably 
the Employee Relations Committee of the Elec- 
tric Council of New England, Sheraton Plaza 
Hotel, Boston, Mass. 


11 PIP Steering Committee, New York City 








Coming—the completely rewritten and enlarged 








Underground Systems Reference Book 








To be published about August 1, 1957 


* First new edition in 26 years 

* Complete treatise on design, con- 
struction and operation of power 
cable systems 

* Prepared by 134 of the electric 
industry’s leading engineering 
authorities on underground systems 

* Written for both field and office use 

*& 624 pages 


* More than 900 illustrations 

*% More than 150 useful tables, 
listed for convenience at beginning 
of book 

* Comprehensive index for quick 
and easy reference 

* Overall size—8¥4 x 114 inches 

* Durable, stiff gold stamped Fabrikoid 
binding, reinforced for rugged use 


Write for descriptive folder and price list 
Edison Electric Institute 
420 Lexington Ave., New York 17, N. Y. 
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BULLETIN 


More Productive Future, Consumer Attitudes 


Spark 25th KEI Convention 


Nearly 2,500 Attend Three-Day Chicago Meeting; 
Many Important Subjects on Agenda 


EARLY 2,500 electric utility exe- 
N cutives and guests attended the 

25th Annual Convention of Edi- 
son Electric Institute, June 3-5, at 
the Palmer House, Chicago, establish- 
ing a record for any EEI convention 
held outside an East Coast city. Using 
as its theme, “The American Way to a 
Power-Full Future,” the Convention 
demonstrated the conviction of the 
Institute membership that expanded 
utilization of electric service is the 
key to a better and more productive 
future, for both the individual and 
the nation. 

Consumer attitudes toward the elec- 
tric utility industry and their impor- 
tance in insuring a healthy future for 
the industry received major attention 
in several of the addresses at the con- 
vention. Various aspects of public 
opinion, public relations and public 
understanding of the industry were 
discussed by speakers both from 
within and outside the industry. 

Many other subjects of immediate 
and future importance to the indus- 
try’s continued successful operation 
were included in the three-day pro- 
gram. Among them were: the status 
of atomic power; future industry 
leaders; financing of its construction 
program; safety; state regulation and 
free enterprise and government en- 
croachment in the power field. 


Faith in the Future 


The faith in the future and recogni- 
tion of the electric industry’s respon- 


sibility to meet the electric power 
demands of the future were summed 
up concisely by President Donald S. 
Kennedy in his opening address when 
he said, “We believe that the future 
holds far more than the past... As 
in the past, the power companies will 
forecast the future needs of their 
customers and will furnish the capac- 
ity to meet these demands. . . We be- 
lieve that the increase in the use of 
electricity in the future will be even 
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greater than in the past. This increase 
in use will bring more leisure and 
comforts to the home; it will result 
in an expanding industrial use of ma- 
chinery to enable the people of Amer- 
ica to produce more, and by producing 
more to have more.” 

This same confidence was expressed 
by other speakers at the five General 
Sessions of the Convention. In addi- 
tion to prominent leaders from within 
the electric utility industry, the Con- 
vention also presented outstanding 
authorities in the fields of education, 
government, research, finance and ad- 
vertising. 


Constitution Amendment Provides 
Widened Affiliate Membership 


An important action of the Conven- 
tion was the ratification of an amend- 
ment to the EEI Constitution which 
opens to affiliate membership in the 
Institute electric light and power com- 
panies throughout the Western Hem- 
isphere. The amended Paragraph C 
of Section 1, Article III of the Con- 
stitution now provides that: “Affiliate 
members shall consist of 1) privately 
controlled electric utility company 
members of electric trade associations 
in North, Central and South America 
(exclusive of the United States and 
possessions) and contiguous islands in 
the Western Hemisphere, and 2) of 
individual privately controlled electric 
utility companies in the Western Hem- 
isphere and contiguous islands where 
no electric trade associations exist. 3) 








New Members of the EEI Board of Directors 





W. C. BECKJORD W. C. BELL N. A. Cock: 
President, The Cincinnati President, The United President 
Gas & Electric Co. Illuminating Co. Duke Power Co. 





J. F. DAVENPORT T. W. DELZELL G. S. DINWIDDIE WILLIS GALE 


Executive Vice President Chairman, Portland President Chairman 
Southern California General Electric New Orleans Public Commonwealth Edison 
Edison Co. Co. Service Inc. Co. 





M. L. Kapp W. T. LUCKING W. W. LYNcH L. C. McCLuRKIN 


President President, Arizona President, Texas Power President, Savannah 
Interstate Power Co. Public Service Co. & Light Co. Electric and Power Co. 





J. J. McDonouGH A. R. SCHILLER G. W. VAN DERZEE J. THEODORE WOLFE 
President President, Public Service Chairman, Wisconsin President, Baltimore 
Georgia Power Co. Co. of New Hampshire Electric Power Co. Gas and Electrie Co. 
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Reddy Kilowatt Annual Report Contest awards are presented to members of winning companies by Ashton B. Collins, 


third fom right, president of Reddy Kilowatt, Inc. From left are: G. W. 


Ousler, chairman of the EEI Awards Committee; 


H. C. Fleck of New York State Electric & Gas Corp., Class A winner; Allen S. King, president, Northern States Power 
Co., ton award winner; Ralph B. Johnson of Hawaiian Electric Co., Ltd., Class D winner; Mr. Collins; H. P. Hoheisel, Okla- 
homa Gas and Electric Co., Class B winner; H. L. Nichols of Southwestern Public Service Co., Class C winner. 


Affiliate members shall not have vot- 
ing rights, nor other voice in the af- 
fairs of the Edison Electric Institute. 
4) Conditions and privileges of mem- 
bership and amount and method of 
payment of dues of affiliate members 
shall be determined from time to time 
by the Board of Directors of ‘the 
Institute.” 


All Officers Re-elected 

Donald S. Kennedy, Chairman of 
the Board and President of the Okla- 
homa Gas and Electric Co., was re- 
elected President of the Institute. 
Other officers of the Institute, also 
re-elected, are: J. W. McAfee, Presi- 
dent of Union Electric Co., Vice 


' President; Edwin Vennard, Vice Pres- 


ident and Managing Director; H. S. 
Sutton, Treasurer of Consolidated Edi- 
son Co. of New York, Inc., Treasurer; 
and A. B. Morgan, Secretary and As- 
sistant Managing Director. Fifteen 
executives of member companies were 
elected to the EEI Board of Directors. 


Reddy Kilowatt Awards 
The Reddy Kilowatt Annual Report 
Award and the Claude L. Mat- 
thews Valor Award for 1956 were 
presented at the conclusion of the 
Fourth General Session on Wednesday 
morning, June 5. George W. Ousler, 


Vice President of Duquesne Light Co. 
and Chairman of the EEI Awards 
Committee, conducted the ceremonies 
and was assisted by Ashton B. Collins 
of Reddy Kilowatt, Inc., and F. Gano 
Chance, President of A. B. Chance Co. 
Mr. Ousler also reported on the 
awards presented to the winning com- 
panies at the EEI Sales Conference 
in April. 

The Reddy Kilowatt Annual Report 
Award recognizes that company whose 
annual report best simplifies, drama- 
tizes and humanizes company opera- 
tions. The Grand Award in this 18th 
annual contest was won by Northern 
States Power Co. of Minneapolis, 
Minn. The award, consisting of a 
bronze commemorative plaque, was 
accepted by Allen S. King, President 
of Northern States, on behalf of his 
company. In commending the company 
for its outstanding report, the judges 
noted especially the good use of color, 
illustrations and statistical tables. 

Four other electric companies re- 
ceived certificates as winners in four 
different meter classifications. New 
York State Electric & Gas Corp. was 
the winning company among those 
with more than 400,000 customers; 
Oklahoma Gas and Electric Co. won in 
the 200,000-400,000 customer classifi- 


cation; Southwestern Public Service 
Co. was selected from among compa- 
nies with 100,000-200,000 customers, 
and Hawaiian Electric Co., Ltd. was 
named winner among companies with 
less than 100,000 customers. 


Matthews Valor Award 

Four linemen of the Utah Power & 
Light Co. were recipients of the 
Claude L. Matthews Valor Award 
which honors acts of devotion to duty 
where extraordinary courage is exer- 
cised to maintain important electric 
service or to restore service in the 
shortest possible time. 

The act of valor for which these 
men were honored took place on Feb. 
1 and 2, 1956, when an important 
telephone circuit of the electric utility 
failed in the mountainous area be- 
tween Price and Soldier Summit at 
an altitude of 7,000 feet. This is the 
only communication link between Salt 
Lake City dispatchers and the 66,000- 
kw Carbon Steam Electric Station at 
Castle Gate, and is considered by the 
company to be extremely important in 
the successful operation of the inter- 
connected system, particularly through 
the peak period. 

Dayton L. Kelly, gang foreman, and 
John Griffone, lineman, traveled by 
truck from the Price District head- 
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These linemen of the Utah Power & Light Co. received the Claude L. 


Matthews Valor Award for 1956 for battling treacherous mountain snows 

in 20-degree-below-zero weather to repair a vital communication line of the 

company. From left are: O. Maron Oveson, John Griffane, George A. Bryner 
and Dayton L. Kelly. 


quarters as far as possible and then 
continued their patrol on foot toward 
the Carbon plant. The driver of the 
truck continued to a service station 
which was selected as a rendezvous. 
The two repairmen discovered the 
trouble late in the afternoon, made 
repairs and started down the canyon 
to the service station where the truck 
was waiting. 

Because the snow had not crusted 
in the brush areas, the men were un- 
able to reach the rendezvous and de- 
cided to return to the point from 
which they had started their patrol. 
The temperature had dropped to 20 
degrees below zero and snow had oblit- 
erated the trail. Mr. Kelley was suffer- 
ing from frostbite to his eyes. 

When the men failed to return to 
the predetermined meeting place by 
nightfall, the truck driver reported 
this to the Price district. Lineman 
George A. Bryner and O. Maron Ove- 
son, line working foreman, in search 
of the missing men snowshoed 
through loose snow, biting winds and 
severe temperatures until past two 
o’clock the following morning. In the 
meantime, Mr. Griffone and Mr. Kelly 
had reached a railroad station and 
telephoned their location to the service 
station. Mr. Bryner and Mr. Oveson, 
the latter suffering from frostbite on 
one foot, returned to the point from 
which they had started. All four men 


were returned to safety by 3 a. m. on 
Feb. 2. 

In the words of the citation, 
“Through the courage, perseverance 
and devotion to duty exhibited under 
extremely hazardous conditions, these 
men exemplified the highest traditions 
of electric utility public service.” 


Chicago’s Hospitality 


Meeting in Chicago for the first 
time since 1937, delegates and guests 
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enjoyed the friendly hospitality of 
this metropolitan hub of the Midwest. 
The Palmer House, headquarters for 
this Silver Anniversary Convention, 
also was the meeting place of the first 
EEI Convention during the year of 
the Century of Progress Exposition 
in Chicago in 1933. 


Recreational Activities 


The first social event of the Con- 
vention was the President’s Reception 
which was held on Monday evening, 
June 3, in the Exhibition Hall of the 
Palmer House. This was attended by 
virtually all delegates and guests. 

The Institute was host to the ladies 
at a luncheon and program of enter- 
tainment in the Polynesian Village of 
the Edgewater Beach Hotel on Tues- 
day, June 4. President Kennedy ad- 
dressed the group briefly. A fashion 
show was presented through the 
courtesy of Marshall Field & Co., and 
Peggy Wood, star of the TV program 
“Mama,” spoke on “Personality in 
Acting,” illustrating her points with 
humorous readings. The Rochester Gas 
and Electric Corp.’s Male Chorus pre- 
sented choral selections. 

Many of the ladies attending the 
Convention with their husbands took 
advantage of one or more of the three 
tours arranged by Commonwealth Edi- 
son Co. The tours included Chicago’s 
world-famous Art Institute; the Mer- 
chandise Mart; and a guided tour of 
the city. The Charles A. Coffin Award, 

(Continued on Page 224) 





F. Gano Chance, right, president of A. B. Chance Co., donor of the Claude 
L. Matthews Valor Award, presents the certificate to E. M. Naughton, pres- 
ident and general manager of Utah Power & Light Co., the 1956 winning 
company. G. W. Ousler, left, chairman of EEI’s Awards Committee, looks on. 
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The President Reports 


By Donald S. Kennedy 


President, Edison Electric Institute and President, Oklahoma Gas and Electric Co. 
An address before the 25th Annual Convention of the Edison Electric Institute, 


ERHAPS it is a coincidence, but 

perhaps it has a deeper signifi- 

cance that we are meeting this 
year in the same city that was our 
host at the first EEI Convention. 
Meeting again in Chicago lends em- 
phasis to the fact that EEI has com- 
pleted a quarter century as the trade 
association serving America’s power 
companies. Perhaps at this time it 
would be well to pause to review its 
record before embarking on the next 
lap. 

The objectives of the Institute, the 
basic reason for its formation, as 
ratified in this hall in 1933, have con- 
tinued to govern, and to inspire the 
course of this organization. 

They were, and are, first, the ad- 
vancement in the public service of 
the art of producing, transmitting 
and distributing electricity and the 
promotion of scientific research in 
such field; second, the ascertainment 
and making available to the members 
and the public of factual informa- 
tion, data and statistics relating to 
the electric industry; and third, to 
aid its operating company members 
to generate and sell electric energy 
at the lowest possible price commen- 
surate with safe and adequate ser- 
vice, giving due regard to the inter- 
ests of consumer, investor and em- 
ployee. 

In fulfilling these objectives the 
Institute performs many functions 
more economically and more effec- 
tively than individual companies 
could accomplish alone and, indeed, 
a great number that could not be 
done except through a nation-wide 
organization such as EEI. 

While the policies and direction of 
activities are the responsibility of 
the Board of Directors, it cannot be 
overemphasized that the principal 
work of the Institute is done by its 
committees and to them goes the 
credit for its accomplishments. 

The Institute began its work in 
1933, with 11 committees having a 
total personnel of 150. Today some 
1700 of the industry’s leaders, and 


Chicago, Ill., June 3, 1957 
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authorities and specialists in the var- 
ious fields of utility company acti- 
vities, are currently serving on 61 
working committees of the Institute. 

Our business naturally divides it- 
self into three major areas—generat- 
ing electricity, selling it, and keeping 
track of the operation. Corresponding 
to these areas, the committees of the 
Institute are grouped into the En- 
gineering, Commercial and Account- 
ing Divisions, and the General Divi- 
sion which deals with general 
matters affecting the welfare of the 
company or having company-wide 
applicability. 


Generating and Delivering Electricity: 
Engineering and Operating Division 
The Engineering and Operating 

Division consists of five committees 
made up of men from both the oper- 
ating and engineering departments 
of the member companies. In their 
meetings, their discussion covers the 
whole range of design, operation and 
maintenance problems. 

New developments naturally draw 
a great deal of interest. 

One of the committees, for ex- 
ample, has devoted considerable time 
at recent meetings to discussions of 
the operating procedures and the se- 
lection and training of plant person- 
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nel for nuclear power stations. In the 
conventional field of fossil fuel 
plants, as stations are designed for 
operation at increasing temperatures 
and supercritical pressures, our en- 
gineers are following new design de- 
velopments and operating practices 
closely. The increasing size of tur- 
bine generators up to 450,000 kw and 
technological innovations such as 
liquid cooling of generator windings 
also pose design and operating prob- 
lems that are carefully followed and 
discussed by our committees. 

Much of this work is done through 
informal round table discussion or 
individual research. However, some 
matters warrant more concentrated 
attention by a small group to work 
over information submitted by all 
members of the committee. There are 
some 40 subcommittees and task 
forces organized for this purpose 
within the Engineering and Operat- 
ing Division, a number of which may 
cover several related subjects. 

In addition to many reports and 
studies, the committees from time to 
time prepare comprehensive manuals 
for the industry, such as the “Elec- 
trical Metermen’s Handbook,” issued 
a few years ago. A revised and 
greatly enlarged edition of the “Un- 
derground Systems Reference Book” 
is due to come off the press this 
summer. 

The committees also do consider- 
able work in dealing with other 
groups, such as the Federal Com- 
munications Commission. At the pres- 
ent time the National Electrical 
Safety Code is being revised and men 
from the Engineering Committees are 
taking an active part in seeing that 
changes necessary to reflect the pres- 
ent state of the art are incorporated. 
Representatives from our Engineer- 
ing Committees take part in a wide 
variety of joint industry activities. 
A great deal of this work is in the 
field of standardization of equipment, 
directed toward cutting down the 
number of sizes or varieties. This 
work frequently leads to manufactur- 
ing economies and resultant lower 
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prices to the electrical industry. 
There are over 100 joint industry 
committees in which EEI representa- 
tives take part. 


Selling It: The Commercial Division 

In order to meet the varying sales 
problems which arise in our indus- 
try, the Commercial Division oper- 
ates through 22 committees. Commit- 
tee members are, of course, men from 
the sales departments of the member 
companies. They devote their time to 
all four commercial markets—resi- 
dential, industrial, commercial, and 
farm. The coordination of promo- 
tional efforts on a nation-wide basis, 
the preparation of sales material 
suitable for use by the entire indus- 
try, and the exchange of information 
based on experience reach into each of 
these phases of the market for 
electricity. 

Power company sales staffs find 
that they have allies in the manu- 
facturers of electrical devices. The 
manufacturers have joined with EEI 
in the Better Light Better Sight 
Bureau, which is an outstanding ex- 
ample of a long-term successful pro- 
motion. Another group enjoying 
manufacturers’ representation is the 
Industrial Electrification Council. 

In the residential field, the men of 
the Residential Promotion Committee 
focus their attention on new sales 
techniques. The Home Service Com- 
mittee produces the “Home Service 
Exchange” and fosters the Live Bet- 
ter Electrically Women’s Home Ser- 
vice Conference. An important part 
of the committee’s work is the series 
of Regional Home Service Confer- 
ences, which help develop home ser- 
vice techniques of the member com- 
panies. / 

The Farm Group Committees con- 
tribute to the publication of a maga- 
zine entitled “Farm Electrification.” 
Each issue contains many ideas on 
uses of electricity to help the farmer, 
and reports on the progress of var- 
ious research activities on farm 
problems. The Industrial Power and 
Heating Group, working through the 
Industrial Electrification Council, 
sponsors an electric heating training 
course and prepares regular reports 
on competitive power, the Power 
Sales Manual, and materials for in- 
dustrial heating and lighting pro- 
motions. In the area of commercial 
sales, committee members work on 
such problems as electric space heat- 
ing, commercial cooking, lighting, 
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street lighting, and the overall de- 
velopment of the commercial market. 

One of the industry’s most success- 
ful promotions is the HOUSEPOWER 
program, which originated in the 
Commercial Division in 1956. The 
expanded 1957 HOUSEPOWER pro- 
gram, in addition to aiming for wider 
consumer identification, has the basic 
objective of providing greater support 
and leads for the selling team— 
contractor, dealer and utility sales 
personnel—through new sales mer- 
chandising aids, a coordinated na- 
tional advertising program and a 


training course on selling strategy. 


The immediate aims of the program 
are to inform the consumer of the 
concept of HOUSEPOWER and to 
integrate the program completely 
with other industry activities. These 
objectives are part of the long-range 
objective to help modernize the wiring 
in 20,000,000 homes. 

From present plans, we can get an 
idea of what the Commercial Divi- 
sion will be doing in the future. 
Right now, they are devoting more 
and more attention to the analysis 
of the loads needed to maintain a 
healthy company. They plan even 
more emphasis on wiring in the 
future than has been the case in the 
past. Selective selling is expected to 
be the order of the day as our sales 
people fulfill their responsibility for 
improving the companies’ load fac- 
tor. 


Keeping Track: The Accounting Division 

The electric companies are giving 
ever-increasing attention to the ac- 
counting functions of their business 
as they plan their operations. The 
increase in volume and activity of 
our business makes it necessary to 
keep abreast of new accounting tech- 
niques which enable companies to 
handle more and more volume with 
greater efficiency and to study meth- 
ods and procedures which tend to 
effect economies whenever possible. 
Studies and research projects of the 
Accounting Division bring about an 
invaluable exchange of data for the 
benefit of member companies. 

Within the Accounting Division 
there are committees whose members 
keep track of developments in every 
phase of accounting which might 
have an effect on utility operation. 
Much work is being done to achieve 
better budget control. 

Certain phases of accounting have 
shown a tendency toward increasing 
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complexity, and perhaps taxation 
accounting is the most extreme ex- 
ample. In a field of law which is con- 
tinually shifting and changing, Tax- 
ation Accounting Committee members 
keep themselves informed so that our 
industry may be quick to adopt ac- 
counting methods which will enable 
us to avoid overpayment or under- 
payment of taxes. 


New Developments Disseminated 


New developments in this and 
other accounting fields are dissemin- 
ated to the accounting departments 
of all member companies by the Ac- 
counting Division. Annual seminars 
are held at which the participants 
explore possible applications of new 
electronic accounting machines to 
our business. Customer accounting 
and collections methods are under 
constant study. 


The General Division 


The General Division Committees 
deal with the broad area of manage- 
ment which, because of its overall 
importance, cannot be contained in 
any of the other three divisions. 
There are also a number of commit- 
tees which do not report through any 
division, but are responsible directly 
to the Board of Directors. 

In this phase of EEI activities, too, 
emphasis is placed on meeting to- 
day’s problems. For example, the 
Technical Appraisal Task Force on 
Nuclear Energy was recently formed 
to keep us in closer touch with the 
rapidly developing field of atomic- 
fueled generation; the Committee on 
Relations with Educational Institu- 
tions was organized to meet the prob- 
lem of getting more engineers and 
getting them to work for power com- 
panies. 

Even of those of us who are closely 
involved in the workings of EEI, 
few realize the prodigious amount of 
research work done by member com- 
panies. A survey begun last July by 
the Institute’s Research Projects 
Committee to determine the nature 
and extent of research work being 
done by member companies in the 
production, transmission, distribu- 
tion and use of electricity has just 
been completed. 


Constant Committee Work 
You will have noted from what I 
have said about each of these Divi- 
sions that our committee work is not 
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a matter of dull routine—of a group 
of men doing the same dull things 
year after year. Rather, it is work 
which seems to be in a constant state 
of flux. As new concepts or new prob- 
lems develop, members of the group 
rise to meet them. They study them, 
evaluate them, and make known their 
conclusions to the entire industry. 
Having done that, they move on to 
consider new facets of the business. 

The progress and good repute of 
individual companies are reflected in 
the progress and reputation of the 
whole industry. There are no trade 
secrets in the electric light and power 
industry. It shares its information 
freely. Working through the commit- 
tees of the Institute, it initiates far- 
reaching developments and shares 
experiences and techniques of great 
economic and human value that add 
up to the ultimate benefit of all. 

It is the spirit of looking forward 
which has enabled EEI to grow in 
strength and usefulness with the 
passage of time. EEI’s flexibility has 
enabled it to serve where needed 
most; the participating companies 
should strive to keep it that way. Our 
industry is growing too fast to give 
us much time for backward glances. 

The true test of the value of an or- 
ganization is its ability to serve at 
the present. Only by planning well 
can we insure that EEI continues to 
display this ability. It should be em- 
phasized, too, that the primary 
source, and inspiration, of that plan- 
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ning is not the Board of Directors, 
but the general membership. The 
individual companies are the driving 
force which has made EEI the fine 
organization it is, and it is the in- 
dividual companies that will keep it 
that way. We who are honored to 
serve in EEI look to the companies 
for guidance. 


Committees’ Contribution 


As we look back over twenty-five 
years of the Institute, the most 
striking thing that meets our eye is 
the incalculable contribution that 
EEI’s committees have made to the 
advancement of the art of generating 
electricity and to all the other phases 
of the industry as well. 

Nowhere is there a trade associa- 
tion that is of greater value to its 
members. As I have emphasized, ours 
is an industry in which there are no 
trade secrets; that is the key to the 
success of our committee work. A 
progressive company is one which 
takes advantage of that work. In that 
respect alone, EEI membership is a 
valuable asset to any company. 

It is a source of pride that others 
agree with us. Our membership has 
increased by a net total of seven com- 
panies since the last convention. 
Since that time, the percentage of cus- 
tomers of investor-owned companies 
served by EEI members has risen 
from about 93 per cent to about 96 
per cent. We expect continued growth. 

Now let us turn our attention to 
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the industry itself. During the past 
year the electric light and power 
industry has continued the rapid 
growth that has characterized it 
from the beginning. Demands for 
power have continued to increase. 
These demands have been met by 
careful planning and financing in 
advance. Large amounts of capital 
have been raised on the free market. 
Despite rising costs, the price of 
electricity has continued low and 
reasonable. Our relations with the 
public have been good; our member 
companies stand well in their com- 
munities. Great new projects have 
been started for the development of 
electric power using nuclear energy 
as fuel. Plans are being made to 
install ever-increasing amounts of 
capacity in the future, in anticipa- 
tion of a continued increase in the 
use of electric power by the Ameri- 
can people. As in the past, this ex- 
pansion will be financed on the free 
market. 

This industry has continued to live 
up to its high engineering standards 
as we have continued to add numer- 
ous amounts of power capacity to 
serve the growing needs of the 
American people. America’s power 
capacity has been increasing much 
more rapidly than its population. 
People are using more and more 
electricity, with a resultant increase 
in their standard of living. Since 
1916 our population has increased 
from about 102 million to 170 mil- 
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America’s power capability has always kept well above 
demand, thanks to long-range planning of the power com- 
panies. Even during the crucial World War II years all de- 
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ELECTRIC POWER CAPACITY 
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lion, an increase of around 67 per 
cent. During the same period, the 
electric industry’s generating capac- 
ity has increased from 8.2 million kw 
in 1916 to 120.4 million kw in 1956, 
an increase of 1371 per cent. 


Capacity Leads Demand 


America’s generating capacity 
keeps well ahead of the demands for 
power. Power companies make their 
plans in advance. They anticipate 
the requirements of the people of the 
areas they serve. Even during the 
crucial period of World War II, the 
power industry was able to meet all 
demands made on it for both war 
and civilian needs. Electricity is one 
of the few commodities that was not 
rationed during the war. 

Often during this past quarter- 
century we have heard predictions 
from some quarters that there would 
be power shortages. For the most 
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The United States has more 
electric power capacity 
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seven countries combined 
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Source of Data: World Power Data 1955, published by Bureau of Power, 
Federal Power Commission, August, 1956. 


part these predictions came from 
those who wanted to see more 
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Left: The electric power capacity of 
this country exceeds that of the next 
seven countries of the world. U. S. ca- 
pacity is about four times that of the 

next ranking country, Soviet Russia 


Below: Efficiencies gained through 
operating on a larger scale have resulted 
in companies increasing the maximum 
size of generating units over the years. 
The trend toward larger generators has 
sparked the need for increased tempera- 
tures and pressure at which steam plants 
operate. Transmission voltages also have 
been rising steadily as size of generating 

units increased. 
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Between 1916 and today the cost of living has increased 


about two-and-one-half times. 


The average price of resi- 


dential electricity today is about 34 per cent of what it 
was in 1916. 


government power plants built at the 
expense of the taxpayers. The pre- 
dicted shortages have failed to ma- 
terialize except in certain areas where 
government-planned power is predom- 
inant. 

The United States has more elec- 
tric power capacity than the next 
seven countries of the world com- 
bined. We have about four times as 
much power capacity as the next 
ranking country, Soviet Russia. The 
American electric light and power 
companies alone have installed new 
capacity in the past five years equal 
to all of the present installed capac- 
ity in Russia. America’s power com- 
panies will build in the next five 
years more new power capacity than 
the total now installed in Russia. 

Sometimes we hear of a kilowatt 
race between America and other 
countries. We have already won the 
kilowatt race and we expect to keep 
on winning it by installing new 
power capacity to keep America 
ahead. In Russia, where the govern- 
ment plans, owns and operates all 
the power facilities, there is a total 
installed capacity of 32 million kw 
for 200 million people, as compared 
with America’s 120 million kw total 
to serve 170 million people. Under 
these circumstances there can hardly 
be any comparison of the state of 
development of electric power in the 
two countries. The so-called race is 
in reality a myth. 

The reason for this is that 
America’s faith in our industry, as 
expressed by the action of free in- 
vestors in putting their savings in 
our business, has permitted us to 


build facilities when they were 
needed. In 1947 the American people 
had about $14 billion invested in 
electric utility plant of the investor- 
owned companies. Investment pres- 
ently is $33 billion. Ten years from 
now it is expected to be between $65 
and $70 billion. 

In this fact, of course, lies the 
principal difference between the 
operation of the power business 
under the free enterprise system and 
the operation of the power business 
by government. Under our free enter- 
prise system, every individual is free 
to invest or not to invest in the busi- 
ness. If a person owns a bond or a 
share of stock, he is free to sell or 
not to sell it any time at the market 
price. When the government owns 
and operates a business, the indi- 
vidual is not free to decide whether 
or not he wants to be an owner. He 
is a forced owner because he is a 
taxpayer. He cannot sell his interest 
in a government power project. 


Sales 

During the past year we continued 
to push our sales to new peaks. Our 
past record of residential sales has 
been one of constant increase. Our 
forecast of loads in 1965 indicates 
an average use of nearly 6,000 kwhr 
per residential customer. The all- 
electric home is becoming increas- 
ingly popular as more and more uses 
of electricity are being developed. 

As an example of the new uses 
which are being developed for elec- 
tricity, in the residential field alone 
there are 15 appliances in use today 
which 10 years ago were in the ex- 
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perimental stages. The electrical man- 
ufacturers are developing an average 
of 1% new appliances per year. To 
name just a few that have come into 
popular use during the last decade, 
there is TV, both black-and-white 
and color, the new high-speed dryer, 
two-zone refrigerator, electronic 
range, room air conditioner, heat 
pump, built-in oven and counter-top 
range, and the quick recovery water 
heater. 

One manufacturer estimates that 
60 per cent of all electric appliance 
sales today are for appliances that 
were not on the market 10 years 
ago. In forecasting our loads, we 
have to allow for the “phantom” 
appliances which will inevitably be 
developed in the coming years; there 
is nothing to indicate that we will 
not continue to develop an average 
of 1% new appliances per year. 

Electricity, through its use in in- 
dustry, plays an important part in 
bringing about the widespread use 
of machines responsible for the high 
standard of living that we enjoy 
here in America. Last year, 984% per 
cent of all of our work in America 
was done by machinery and only 1% 
per cent by men and animals. Be- 
cause of this machinery, every work- 
ing man in America has working for 
him the equivalent of 279 helpers. 

In our sales promotion activities 
we are turning more and more to 
cooperative selling techniques. For 
example, we have the highly success- 
ful HOUSEPOWER program which 
aims to eliminate the bottleneck of 
inadequate wiring on the customer’s 
premises. There is the enthusiastic 
“Live Better Electrically” program, 
a combined selling effort of manufac- 
turers, utilities, distributors, dealers 
—all those interested in making the 
benefits of electricity more generally 
available. The annual National Elec- 
trical Week, organized only two 
years ago, has proved to be another 
effective nationwide promotion. The 
Better Light Better Sight Bureau 
started 23 years ago and continues 
to carry on its promotional activities 
in the lighting field. 


The Price Record 
Anyone looking over the price rec- 
ord of the electric light and power 
companies must describe it as good. 
It speaks well for our system, under 
which the business is done by busi- 
nessmen, while men in government 
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act as regulators. It is the result of a 
combination of many factors. 

Interconnection and pooling, for 
example, have enabled us to take ad- 
vantage of the efficiencies gained 
through operating on a larger scale. 
These moves toward increased effi- 
ciency have resulted in an increase 
in the maximum size of generating 
units in use over the years; the 
transmission voltages have been ris- 
ing steadily, as well. The trend to- 
ward larger generators has sparked 
the need for increased temperatures 
and pressures at which steam plants 
operate. All these developments, and 
others, have resulted in an increase 
in generating efficiency, as shown by 
the fact that it takes much less fuel 
to generate a kilowatthour of elec- 
tricity today than it did 10, 20 or 30 
years ago. 


Electricty Price Goes Down 

As a result of constant gains 
in operating efficiencies, a careful 
watching of all expenses, and the 
constantly increasing use of elec- 
tricity on the part of the public, the 
average revenue from residential 
customers per kilowatthour of elec- 
tricity is only 34 per cent of what it 
was in 1916. By way of comparison, 
the cost of living is now about two 
and a half times what it was in 1916. 

This record speaks well for the 
free enterprise system, under which 
free men compete with each other 
for incentives provided by the con- 
suming public at the market place. 
It speaks well for the system of gov- 
ernment regulation of the utility 
business. State and Federal regula- 
tory bodies have helped to insure 
that both the customers of the com- 
pany and the investors in it have 
been treated fairly. 

The term “power monopoly” has 
been misused in a way that may 
cause some confusion on an impor- 
tant point. It is said that the Federal 
government should be in the power 
business, at least to some extent, in 
order to prevent the private power 
companies from having a “monopoly” 
in the field. 

The answer to this argument can 
be found in the fundamental eco- 
nomic principles underlying the 
power business. These economic 
facts and principles are well known 
to power company executives. In 
fact, they are so basic that to us it 
may seem unnecessary to talk about 
them. However, we must remember 


EDISON ELECTRIC INSTITUTE BULLETIN 


that to our friends outside the power 
business, these facts are largely 
unknown. Learning them will add 
greatly to their understanding of the 
reasons why it is customary for only 
one company to supply power to any 
particular area. 

The power companies are care- 
fully regulated—by the state com- 
missions for intrastate operation, 
and by the Federal Power Commis- 
sion for interstate sales of electricity 
at wholesale. These commissions 
have three main responsibilities: 

1. To insure adequate electric ser- 

vice. 

2. To prevent unjust discrimina- 

tion among users. 

. To establish a fair price from 
the standpoint of both the cus- 
tomer and the investor. 

How well has our regulatory sys- 
tem met these responsibilities? As 
to the first, this system of govern- 
ment regulation has worked well be- 
cause all demands for electricity 
have been met by the regulated com- 
panies. As to the second, there are 
few complaints concerning discrimi- 
nation. As to the price, the record 
speaks for itself. 

These facts may seem elementary 
to us, but they are unknown to most 
people. They must be learned before 
the position of the power companies 
can be understood. Once these basic 
facts about our business are under- 
stood, we can proceed to discuss the 
monopoly question. 


ie) 


The Benefits of Free Enterprise 

Few of us realize the tremendous 
advantages of our political system 
over the systems of other countries. 
We do not stop to think that Ameri- 
cans, with only 6 per cent of the 
world’s population, use 41 per cent 
of the world’s electric power. The 
reason for this is the same as the 
reason they have 56 per cent of the 
world’s telephones, 71 per cent of the 
world’s passenger cars, 50 per cent 
of the world’s radios, and 75 per cent 
of the world’s TV sets. This same 
reason explains why Americans, who 
comprise only 1/16th of the world’s 
population, working on 1/16 of the 
earth’s surface, produce about half 
of the world’s goods. 

The reason is that in America the 
government does not operate busi- 
ness. The business of producing 
goods and services is conducted by 
the citizens. The government acts 
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only as a referee and peace officer 
to maintain fair play. 

Despite our nation’s great achieve- 
ment under this system, there are 
those who say that we ought to 
change to another system. Strangely 
enough, these people have found sup- 
port among many. Our studies indi- 
cate that the reason for approval of 
the preference clause and for tolera- 
tion of tax discrimination in favor 
of government-operated power proj- 
ects is, basically, a lack of informa- 
tion. An analysis shows that when 
people are informed on the facts 
concerning these issues, they tend to 
vote for the free enterprise system 
and against these socialistic mea- 
sures. The key to the solution of our 
problem lies in telling the facts. 


Public Respect at Highest Point 


There is strong evidence for the 
belief that public respect and recog- 
nition of the industry’s attainments 
in supplying electric service is pres- 
ently at its highest; thus, the public 
is probably more receptive to learn- 
ing the facts now than at any other 
time in the past. It also appears that 
never before have the leaders in our 
industry been so conscious of the 
necessity for practical, well-consid- 
ered, fruitful work in the field of 
communication. The solution of the 
problem rests in the minds, responses 
and actions of the people when they 
know the facts. 

The past quarter-century has seen 
electric service extended to virtually 
every home in America. About 99 
per cent of the people in America 
have electric service available to 
them. Of the farm customers, 50.7 
per cent are served by the nation’s 
930 Rural Electric Cooperatives, 43.4 
per cent by the power companies, 
and 5.9 per cent by various munici- 
pal plants and districts. About 46 
per cent of the electricity sold by 
the electric cooperatives is  pur- 
chased from the power companies. 

There is need for further enlarge- 
ment of the benefits that the farmer 
receives from electricity. In this 
effort, there is room for a good deal 
of cooperation between the com- 
panies and the co-ops. The sales field 
is one in which both cooperatives 
and companies can work together. 
There is a bright future in increased 
usage of electricity on the farm, both 
for the farmers and for the suppliers 
who furnish electric service to them. 
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No discussion of the industry’s 
future would be complete without 
mention of the new and growing field 
of atomic energy. It was not until 
the latter part of 1954 that indus- 
try was permitted for the first time 
to develop and construct its own 
nuclear power plants. Today, explor- 
ing and improving the use of nuclear 
energy as a power source has become 
an integral part of the everyday 
activities of our industry in seeking 
to lower the cost of power for the 
continuing benefit of the public. 


Atomic Energy 


At the present time, a little over 
two and one-half years since first 
permitted to undertake this develop- 
ment, 80 electric utility companies 
are participating in the development 
and construction of 14 nuclear re- 
actor projects and one thermonu- 
clear research project. Two other 
groups of companies have announced 
they are considering undertaking 
nuclear reactor projects, and in addi- 
tion a large number of companies 
have been actively following nuclear 
power development as members of 
research and study groups or indi- 
vidually under the Atomic Energy 
Commission access permit program. 

Of the 14 reactor projects an- 
nounced thus far, seven are either 
under construction or in the imme- 
diate pre-construction stage, while 
the other seven are in various stages 
of planning. When completed, these 
reactor projects, involving several 
different types and designs, are ex- 
pected to have an electric capacity 
in excess of 1.5 million kw and to 
involve an expenditure of over 400 
million dollars. 

While these projects will add a 
substantial amount of capacity to 
the nation’s total, this is not the 
primary reason for their construc- 
tion. With our abundant supplies of 
relatively low-cost fossil fuels and 
the advanced state of our conven- 
tional power plant technology, nu- 
clear power technology must be 
highly developed in this country be- 
fore it will be possible to make elec- 
tricity as cheaply with nuclear fuels 
as with conventional fuels. The pres- 
ent nuclear reactor projects are be- 
ing undertaken primarily to advance 
technology, to study methods of cut- 
ting costs, to train scientific and 
technical personnel, and to deter- 
mine which of many possible reactor 
types are most promising from the 
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standpoint of producing economic 
nuclear power. 

We believe that a comprehensive 
program of nuclear power develop- 
ment should be carried forward in 
our country with all expedition con- 
sistent with sound scientific and 
technical considerations and in a 
manner compatible with our tradi- 
tional free enterprise system. In this 
development the resources of indus- 
try should be utilized to the maxi- 
mum extent possible, thereby en- 
abling government expenditures to 
be held to a minimum. The time, 
technical manpower and funds being 
devoted to the present programs of 
electric power companies, and the 
progress being made, are substantial 
evidence of our industry’s determi- 
nation to help bring about competi- 
tively economic nuclear power. 

Some have expressed concern over 
the fact that certain nations have 
scheduled construction of larger 
quantities of nuclear capacity than 
has the United States, and that be- 
cause of this, our nation is “behind” 
in nuclear development. A shortage 
of fossil fuels, with attendant eco- 
nomic disadvantages, makes nuclear 
power capacity almost an immediate 
necessity in these countries. Large 
amounts of nuclear capacity are 
planned because these countries ex- 
pect that it will be economic. The 
same nuclear plant that would be 
competitive in these countries, how- 
ever, would not necessarily be com- 
petitive in the United States because 
of our abundant supplies of rela- 
tively low-cost conventional fuels 
and the advanced state of our con- 
ventional power technology. It is 
reasonable to expect that, once nu- 
clear technology is advanced to a 
point where it becomes as cheap 
to produce electricity with nuclear 
fuels as with fossil fuels in this 
country, we shall add tremendous 
quantities of nuclear capacity. 


Nuclear Development Program 

In this country we are undertaking 
a comprehensive program of nuclear 
development, exploring a great num- 
ber of ways to generate heat with 
nuclear fuels, and improving meth- 
ods that appear most promising. We 
are looking for the best nuclear re- 
actor type or types—ones that will 
enable us to produce electricity with 
nuclear fuels as or more economically 
than with fossil fuels. 
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We should also keep in mind the 
overall situation insofar as electric 
power capacity is concerned. What 
we want and what we have in this 
country is an abundant supply of 
relatively low-cost electricity. We 
have more electric capacity than the 
next seven nations of the world com- 
bined. A program announced by sev- 
eral European nations, calling for 15 
million kw of nuclear capacity by 
1967, represents a significant addi- 
tion to their generating capacity, but 
it should be brought into perspective 
by pointing out that the U. S. will 
add about 25 million kw of capacity 
in the years 1957-58 alone. We are 
far ahead of the world in the real 
kilowatt race. 

And what is the future of the 
power business and of power for 
America? We believe that the future 
holds far more than the past. The 
plotted curve of industry generating 
capability will continue to rise, 
becoming ever steeper in rate of 
growth. America’s electric power 
companies will continue their sales 
efforts and will continue to promote 
the idea of living better electrically. 
We believe that the increase in the 
use of electricity in the future will 
be even greater than in the past. 
This increase in use will bring more 
leisure and comforts to the home; it 
will result in an expanding indus- 
trial use of machinery to enable the 
people of America to produce more, 
and by producing more they will have 
more. 


Future of the Industry 

The American people have shown 
confidence in the power industry in 
the past by investing billions of dol- 
lars of their savings in this business. 
We are confident in predicting that 
we will continue to merit this con- 
fidence and will be able to finance 
the expansions we foresee for the 
future. We have learned how to do 
business in a way that is pleasing 
to the public. We appreciate their 
confidence and we will do everything 
in our power to maintain this con- 
fidence in the future. We believe that 
through continued research and eco- 
nomic planning, we will be able to 
keep the price of our service low. 
We believe that our system of gov- 
ernment regulation will continue to 
do the same effective job it is doing 
today. We go forward with confi- 
dence into the future. 











Charles A. Coffin Award Again Won 
by American Gas and Electric 


HE Charles A. Coffin Award, the 

electric industry’s highest honor, 

was presented to American Gas 
and Electric Co. at Chicago’s Civic 
Opera House in ceremonies at the 25th 
Annual Convention of the Edison 
Electric Institute. The Award is pre- 
sented annually in recognition of the 
outstanding contribution by an elec- 
tric company to the advancement of 
the industry and service to customers. 
This is the second time that AGE has 
been’ so honored, having won the 1954 
Award. 

Philip Sporn, President of AGE, ac- 
cepted the Award presented by Philip 
D. Reed, Chairman of General Electric 
Co., donor of the Award which was 
established in 1922 in memory of the 
late Charles A. Coffin, founder of 
General Electric. Judges of the Award 
were: Dr. John A. Hannah, President 
of Michigan State University; Charles 


W. Kellogg, Past President of the In- 
stitute, and Donald S. Kennedy, Presi- 
dent of the Institute and President of 
Oklahoma Gas and Electric Co. Mr. 
Kennedy presided over the ceremonies. 

American Gas and Electric was 
cited “for imaginative, courageous and 
successful pioneering in engineering 
design and construction, resulting in 
system-wide transmission at 345,000 
volts, steam pressures of 4,500 pounds 
per square inch and generating units 
of 450,000 kilowatts—thereby produc- 
ing transmission and thermal effi- 
ciencies higher than any previously 
attained in the industry.” 

Other primary considerations were 
the company’s “leadership, through the 
Ohio Valley Electric Corp., in supply- 
ing to the Atomic Energy Commission 
the largest single block of electric 
power ever contracted for, in less than 
the estimated time and at less than 





Philip Sporn, center, president of American Gas and Electric Co., accepts the 
Charles A. Coffin Award for 1956 on behalf of his company. Making the presenta- 
tion at the 25th Annual Convention of EEI in Chicago is Philip D. Reed, left, 
chairman of General Electric Co., donor of the award. Institute President Donald 

S. Kennedy is at right. 
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the estimated cost; outstanding em- 
ployee and management training pro- 
grams; and for resourceful develop- 
ment of domestic energy consumption 
through the heat pump and other 
major appliances.” 

Appalachian Electric Power Co., 
Indiana & Michigan Electric Co., Ken- 
tucky Power Co., Kingsport Utilities 
Inc., Ohio Power Co., and Wheeling 
Electric Co. are operating companies 
of the AGE System. 


Super High Voltage Lines 


The AGE System pioneered in the 
transmission of power over super- 
high-voltage lines. Of the System’s 
total of nearly 12,000 miles of trans- 
mission lines covering its service area 
in parts of seven states, 611 miles are 
at 345,000 volts. Use of this super- 
high-voltage enables the AGE System 
to carry larger blocks of power to 
load centers economically and affords 
greater flexibility in the basic trans- 
mission system. 

The AGE System operates the 
world’s first double-reheat, steam 
turbine generator unit at super-criti- 
cal pressure. It operates under steam 
conditions of 4,500 psi pressure and 
1,150° F. The design and construction 
of this unit provided the experience 
and knowledge which have been the 
basis for a subsequent decision to 
proceed with the building of two 
450,000-kilowatt units on the AGE 
System. These two units will be larger 
by 73 per cent than any generating 
units operating today. 

Personnel development is essential 
to the growth of any organization, 
and the AGE System has an unusually 
extensive and comprehensive program. 
The three main objectives are: to pro- 
vide the experience and training which 
will enable the individual to perform 
present duties more effectively and 
prepare him for advancement, to de- 
velop the individual capabilities of 
members of the management groups, 
and to assure a supply of selected and 
trained personnel. Among the tangible 
results of the program are a flexible 
and versatile management group, high 
employee morale, cost reduction, an 

(Continued on Page 224) 
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The Status of Atomic Power 


By K. D. Nichols, Major General, USA-Ret. 


Atomic Energy Consultant, Washington, D. C., and 
former General Manager of the Atomic Energy Commission 


An address before the 25th Annual Convention of the Edison Electric Institute, 
Chicago, Ill., June 3, 1957 


AM most pleased to discuss the 
| atom in Chicago where so much 

of the early scientific work per- 
taining to the development of the 
atom was accomplished. 

In discussing the status of atomic 
power, I plan to cover the progress 
we are making from a technical and 
economic point of view, with empha- 
sis on the progress we are making 
in developing a self-supporting atomic 
power industry. Prior to the 1954 
Atomic Energy Act, first under the 
Manhattan Project and subsequently 
under the Atomic Energy Commis- 
sion as prescribed by the Atomic 
Energy Act of 1946, there existed a 
virtual government monopoly over 
both the military and commercial as- 
pects of atomic energy. 


Accelerated Atomic Program 

The 1954 Act permits and encour- 
ages free enterprise to assume greater 
responsibility for the commercial de- 
velopment of atomic power. Passage 
of the 1954 Act has done much to ac- 
celerate the atomic power program 
in the United States. This accelera- 
tion is obvious to anyone who hon- 
estly and objectively compares the 
progress made in the development of 
commercial atomic power subsequent 
to the passage of the Act with that 
made prior to 1954. The 1954 Act, 
although it permits and encourages 
free enterprise to assume greater 
responsibility for the development of 
atomic power, does not turn the job 
over completely to private utilities 
but, in effect, requires a partnership 
to exist between government and free 
enterprise. 

There are those who do not like 
this partnership. Some of the public 
power advocates would like to revert 
to a government monopoly. There 
are some in private enterprise who 
would like to eliminate the govern- 
ment from the power field. The facts 
of the case, however, are such that 
not only does the Act require a work- 
ing relationship of some type between 
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government and free enterprise, but 
many other considerations make it 
desirable to continue a cooperative 
partnership if we are to make maxi- 
mum progress in developing the atom. 

Our technical objective for develop- 
ing the atom should be to obtain the 
lowest cost electricity at the earliest 
practicable date. To do this I do not 
believe that we should resort to either 
a large public power program which 
tends to socialize the atom or to a 
strictly private development. To 
achieve maximum progress I believe 
it desirable to continue and to ex- 
pand the partnership between the 
government and free enterprise. At 
the same time, however, we must re- 
double our efforts to have free enter- 
prise assume as much responsibility 
as is consistent with the state of the 
art. Now, let us take a look at the 
progress we are making. 


Adequate Raw Materials 

The first essential toward a healthy 
atomic power industry is an adequate 
raw material supply. As a result of 
the wartime atomic project and the 
continuation of the military effort 
after the war, we have developed a 
uranium ore supply that is adequate 
not only to supply our military effort 
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but also to supply a power develop- 
ment for the United States and the 
world. 

Immediately after the war many 
informed individuals had doubts that 
an ore supply could be developed 
adequate to make atomic power a real 
influence even if the technical and 
economic problems pertaining to the 
development of atomic power could 
be successfully solved. However, con- 
tinued exploration and continued ag- 
gressive government support of the 
ore program have established a ura- 
nium supply that appears to be ade- 
quate for many decades to come. This 
adequate ore supply has been estab- 
lished as a result of an appropriate 
partnership between government and 
free enterprise. 


Government has done its part by 
supporting a buying program that 
extends through 1966. In the United 
States the American prospector and 
the American mining industry have 
done such a good job that today the 
uranium resources of the United 
States appear to be adequate for our 
needs. The mining and milling of 
uranium is almost completely in the 
hands of free enterprise, and the in- 
dustry is expanding rapidly. 


Increasing Production 

Ore production and uranium con- 
centrate production more than dou- 
bled in 1956 as compared to 1955 and 
will more than double again prior to 
1959. The Atomic Energy Commis- 
sion predictions indicate that United 
States and Canada each will be pro- 
ducing more than 15,000 tons of 
U308 annually by 1959. The free 
world annual production will probably 
exceed 40,000 tons. Moreover, the 
price of U308 concentrate is dropping 
from the high point reached a few 
years ago. The development of this 
adequate ore supply in the United 
States exemplifies what can be done 
when a reasonable partnership is set 
up between government and private 
enterprise. 
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I am confident that equally good 
results would not have been obtained 
if we had resorted to either an exclu- 
sive government ownership program 
or left free enterprise solely to itself 
without the establishment of a long- 
range government buying program. 

The next step in the development 
of an atomic power industry pertains 
to feed materials. In order to supply 
military needs for uranium metal 
and uranium hexafluoride, the United 
States Government has invested more 
than a quarter of a billion dollars in 
feed material plants. These plants 
supply our gaseous diffusion plants 
for production of U235 and our plu- 
tonium plants for the production of 
plutonium for weapons. The plants 
are government owned but operated 
by private industry under contract. 

Last year, however, the Atomic 
Energy Commission successfully took 
steps to start the transfer of this 
function to private enterprise. As 
a result of competitive bidding, the 
Commission has contracted with a 
chemical company for processing ap- 
proximately 5,000 tons of uranium 
hexafluoride a year. The response of 
private enterprise to this transfer 
of responsibility was excellent, and 
from all I can gather the contract 
price compares favorably with that 
in the existing government plants. 


Uranium-235 Separation Plants 

The next major item which I wish 
to mention in the development of our 
atomic power industry is the ura- 
nium-235 separation plants. As a re- 
sult of our wartime needs and sub- 
sequent defense requirements, the 
government has invested almost two 
and a half billion dollars in gaseous 
diffusion plants located at Oak Ridge, 
Paducah and Portsmouth. 

These plants not only will produce 
enough material for our military ef- 
fort but President Eisenhower has 
seen fit to release some 40,000 kilo- 
grams of U235 for use in production 
of power both here and abroad. Their 
capacity is so large that we do not 
need to consider enriched U235 a 
scarce commodity. The supply is ade- 
quate for some time to come. It is 
questionable how long it would have 
taken to get the necessary appropri- 
ations to build these tremendous 
plants if the motivation had been 
solely commercial atomic power rather 
than the primary objective of meet- 
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ing our defense requirements, with 
recognition given to the fact that at 
some date in the future the plants 
could also meet our atomic power re- 
quirements. This marriage between 
military objectives and peaceful ap- 
plication of the atom has been ad- 
vantageous to both developments. It 
has, however, put a large and im- 
portant segment of the future atomic 
power industry in the hands of gov- 
ernment. 


Ownership and Operation 

These plants are owned by the gov- 
ernment and operated by industrial 
contractors. It is questionable if it 
would be practicable to transfer these 
large plants to private enterprise be- 
cause of the large capital investment 
and because of military considera- 
tions. Hence, I think we should as- 
sume that this segment of the indus- 
try will remain under the control of 
the government for a considerable 
period of time. But, regardless of 
ownership, the existence of these 
plants is a great asset and a major 
stepping stone toward the develop- 
ment of economic, competitive atomic 
power. 

Enriched uranium has certain ad- 
vantages for production of power over 
natural uranium, and the combination 
of experience and studies to date in- 
dicates that enriched uranium re- 
actors will be more economical than 
natural uranium reactors. This is 
particularly true if the U235 separa- 
tion plant is located in an area where 
cheap electricity from conventional 
sources is available. Our gaseous dif- 
fusion plants were located in Ten- 
nessee, Kentucky, and Ohio because 
of the cheap electricity available both 
from TVA and private utilities in 
this area. 

In the future it will be possible to 
let other parts of the United States 
and the world derive some advantage 
of this cheap power by utilizing U235 
produced in this area. Separation of 
U235 may very well bear a similar 
relationship to a future atomic power 
industry as the refining of gasoline 
does to the petroleum industry. 

The government has also invested 
more than one and a half billion 
dollars in reactors and separation 
facilities for the production of plu- 
tonium. These plants are located at 
Hanford and Savannah River. Al- 
though the plants are essential to our 
military effort they do not make the 
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same continuing contribution as the 
U235 plants as a part in the ultimate 
supply system for an atomic power 
industry. They do contribute, how- 
ever, to the industry from the stand- 
point of aiding in the development 
of reactor technology. 

A vast amount of experience and 
knowledge has been built up as a 
result of this plutonium production 
effort which gives us know-how in 
reactor design, remote control tech- 
niques, health and safety criteria, 
methods of operation of plants, and 
the development of special reactor 
materials. In addition, as a result 
of this great effort, we have developed 
in the United States engineering 
talent and the scientific and industrial 
organizations capable of designing, 
constructing, and operating reactors. 

The reason that I stress the U235 
plants as a continuing asset to an 
atomic power industry and do not 
include the plutonium plants is that 
the cost of producing U235 is so low 
as to aid in the power development, 
whereas plutonium produced other 
thin as a by-product from a power 
industry is too costly to fit into the 
economic picture. 

In the field of development of 
atomic reactors for power, a large 
part of our progress is due to the 
Navy effort to apply atomic power to 
the propulsion of submarines. As a re- 
sult of this military objective, the 
Nautilus has been in operation for al- 
most two and one half years and the 
prototype out at Arco for a consiger- 
ably longer period. This application 
of atomic power has been so success- 
ful that the Navy is developing power 
plants for a complete atomic Navy. 
In fact, there are more than 30 power 
reactors complete or on order for the 
Navy. The Army has also completed 
its first package power plant which 
was placed in operation at Fort Bel- 
voir in April of this year. The Air 
Force is continuing its development 
of an atomic powered aircraft. These 
three military efforts will continue to 
push forward the frontiers of scien- 
tific and engineering development and 
will assist technically in achieving 
economic atomic power. This atomic 
progress is a by-product of our de- 
fense effort. 


Commercial Power Development 

Under the 1954 Atomic Energy Act 
the Atomic Energy Commission gen- 
erally is operating on the principle 
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that the government should take a 
most active part in the research and 
development aspects of reactor tech- 
nology and that private enterprise 
should be encouraged through the 
Demonstration Reactor Program to 
take the responsibility for prototype 
atomic power plants. 

This division of effort and respon- 
sibility and the establishment of a 
cooperative program between govern- 
ment and free enterprise have been 
most successful in accelerating our 
power program. The response of pri- 
vate enterprise and the responsibility 
assumed by private enterprise in this 
program have been a most gratifying 
demonstration of the merits and bold- 
ness of our free enterprise system. I 
am personally convinced that it is to 
the best interests of the United States 
that this cooperative program be con- 
tinued and that there be no backslid- 
ing toward the government monopoly 
that existed previously. 

Our present program for reactor 
development is based on advancing on 
a broad front in order to insure that 
ultimately we will have developed the 
most economic type of reactors for the 
various applications in our over-all 
power program. I would like to men- 
tion briefly various types of reactors 
that are presently being pushed most 
aggressively. 


Pressurized Water Reactor 


The first type that I want to men- 
tion is the pressurized water reactor. 
This is the type reactor for which 
the United States has the most ex- 
perience in design, construction, and 
operation. The Nautilus is an example 
and the principal part of the Navy 
program is now based on further de- 
velopment. of pressurized water re- 
actors. 

The world’s first large-scale reactor 
designed primarily for producing 
electricity will also be a pressurized 
water reactor. This is the reactor be- 
ing built and owned by the govern- 
ment at Shippingport, Pa. The con- 
tractor for producing this plant is the 
Westinghouse Electric Corp., and the 
Duquesne Light Co. will operate the 
plant for the government. This plant 
should be in operation late this year. 

A commercialized and more eco- 
nomic version of the pressurized 
water reactor has been contracted for 
by the Yankee Atomic Electric Co. 
with Westinghouse; design is essen- 
tially complete, and _ construction 
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should start this summer. The Atomic 
Energy Commission is supporting 
this reactor with research and de- 
velopment funds. 

The Volta Edison Co. of Italy has 
signed a letter contract for a Yankee 
type plant. Negotiations are also un- 
der way for several other plants of 
this type. 

The pressurized water type of reac- 
tor is competitive with the Calder 
Hall type of gas-cooled reactor if one 
uses the same type of cost analysis 
for both systems. Another version of 
this type reactor is being constructed 
in the vicinity of New York City. The 
Consolidated Edison Co. will finance 
and own this plant and has contracted 
with Babcock and Wilcox Co. for the 
atomic reactor. There is no govern- 
ment assistance for this project. 

Likewise, the reactor to be pro- 
vided by the Babcock and Wilcox Co. 
for our first maritime propulsion 
plant will be a pressurized water re- 
actor. The Army Package Power 
Plant at Fort Belvoir is also a pres- 
surized water reactor. 

Although there are many concepts 
for reactor design that appear at this 
stage of their development to have 
economic advantages over the pres- 
surized water system, the fact that 
so many pressurized water reactors 
are being built will tend to keep this 
type in competition for the foresee- 
able future. 

Costs will be reduced through en- 
gineering improvements, cheaper pro- 
duction techniques and savings as a 
result of repetitive production. In ad- 
dition, the number of reactors avail- 
able will permit more rapid develop- 
ment of better fuel rod assemblies 
which should lead to longer life of 
core and greater burn-up. Experience 
and proven reliability will also permit 
more rapid extrapolation in size, and 
this is particularly important because 
increased size offers one of the great- 
est opportunities for decreased costs. 
There is every reason to believe that 
within the next two years it should 
be possible to start construction of a 
pressurized water plant in the order 
of two to four hundred thousand kilo- 
watts that should be truly competitive 
with coal-fired plants in the New 
England area or comparable cost area. 
Supporting the construction of such 
a larger size unit is one of the chal- 
lenges that face the utility industry, 
and must be accepted. 

The second type of reactor that I 
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wish to discuss is the boiling water 
reactor. This type has certain poten- 
tial advantages which, if they mate- 
rialize, will make it worth developing 
to determine its competitive position. 
The first power plant of this type was 
just recently placed in operation at 
the Argonne National Laboratory. 
Commonwealth Edison Co. and asso- 
ciated companies are financing the 
construction of a large reactor of this 
type at Dresden, IIl., and the General 
Electric Co. has the contract for pro- 
ducing the reactor. This type of reac- 
tor and the pressurized water reactor 
may very well tend to drift together 
with advantage being taken of the 
chief merits of each. 


Sodium Graphite Reactor 


The third approach is the sodium 
graphite reactor. The Atomic Energy 
Division of North American Aviation, 
Inc., now known as Atomics Interna- 
tional, has been engaged in a coopera- 
tive program with the government 
for some time for the development of 
the sodium graphite reactor. A reac- 
tor experiment has just recently gone 
critical in California. The Consumers 
Public Power District of Nebraska, 
North American Aviation, Inc., and 
the government will construct a large- 
scale version of this reactor in 
Nebraska. This type of reactor may 
have better thermal efficiency because 
of the use of liquid sodium as a means 
of heat transfer. 

The fourth type of reactor for 
which there is a large-scale project 
under way is the fast breeder. The 
Power Reactor Development Co., un- 
der the leadership of Walker Cisler, 
has already started construction of 
this reactor. In fact, the steel sphere 
is now being erected for this reactor. 
I personally have advocated develop- 
ment of the fast breeder for many 
years and it is my privilege to assist 
Mr. Cisler with the project. To my 
mind, this project is a necessary, bold, 
farsighted experiment that promises 
to be of utmost importance in the ulti- 
mate application of the atom to the 
world’s power needs. The basic ad- 
vantage of this type of reactor is that 
a fast breeder promises to produce 
more fissionable material than it con- 
sumes. Success would therefore per- 
mit available supplies of uranium and 
thorium in the world to meet our 
over-all power needs for a much 
longer period than if breeding is not 
utilized. 
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The fifth approach which I wish to 
mention is the homogeneous reactor. 
This type of reactor is not as far 
along as the four I have mentioned 
but has great potential for the future. 
Oak Ridge National Laboratory is en- 
gaged in the development of this 
type of reactor. In addition, Foster 
Wheeler Co. is developing a small re- 
actor of this type and has entered 
into a contract with the Wolverine 
Electric Cooperative of Hersey, Mich., 
to build and install one of these reac- 
tors. Also, the Pennsylvania Power 
and Light Co. and Westinghouse are 
working on a joint development proj- 
ect and hope to have a large power 
plant in operation by 1962. 

Solving the problems of corrosion 
and related maintenance are difficult 
technical problems facing the de- 
signer and operator for this type of 
reactor but if these problems can be 
solved—and I have a great deal of 
optimism concerning their solution— 
the homogeneous reactor has possi- 
bilities of being more economic than 
some of the types that are presently 
further advanced. 

As a part of the Demonstration Re- 
actor Program, the Atomic Energy 
Commission, in cooperation with va- 
rious utilities and designers, is also 
presently engaged on, or is giving 
consideration to, several reactors and 
reactor experiments covering liquid 
metal, gas cooled, plutonium enriched, 
organic moderated, etc. Just recently 
three Florida electric power com- 
panies have proposed a large-scale 
electricity plant using natural ura- 
nium as a fuel. Heavy water will be 
used as a moderator. 


Utilization of Plutonium 

In the field of new types of reactors, 
increased emphasis must be given to 
the development of a reactor that can 
utilize plutonium. Otherwise, the gov- 
ernment buy-back program for plu- 
tonium will be jeopardized. Such re- 
actors are some time in the future, 
however, because many problems 
must be solved concerning the fabri- 
cation of plutonium and the effects of 
radiation on plutonium in reactors. 
Ultimately, however, it should be ex- 
pected that plutonium will be used to 
produce power. 

An important step in the atomic 
power industry is the so-called waste 
recovery, or fuel reprocessing. The 
chemical reprocessing end of atomic 
energy has always lagged behind 
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other developments. There are many 
reasons for this, the primary one 
being that you cannot tackle the 
chemical reprocessing problem until 
you know what you have to reprocess. 
This was true in the original plutoni- 
um for weapons program and still 
remains true in the power program. 

Up until recently utilities were 
faced with a big gap in their cost 
estimates concerning the cost of re- 
processing fuel for the recovery of 
unburned U235 and plutonium pro- 
duced. After long and arduous con- 
sideration, the Atomic Energy Com- 
mission has finally established prices 
for such fuel reprocessing. 


Difficulties in Pricing Policy 

The Commission faced policy diffi- 
culties in establishing these prices 
because if they were established too 
high they would discourage the utili- 
ties, and if they were established too 
low they would discourage the chem- 
ical companies from embarking on a 
development and construction pro- 
gram to take care of these wastes. 

The prices established seem to 
favor the utility side of the argu- 
ment, so the Commission may have 
some difficulty encouraging the chem- 
ical industry to pick up its responsi- 
bilities in this field. However, every 
effort should be made to transfer re- 
sponsibility to the private chemical 
companies and both the utilities and 
the government should cooperate to 
make this possible. The utility indus- 
try should encourage and aid private 
companies to enter this field; likewise 
the government should help cover 
some of the cost differential by means 
of liberal research and development 
assistance to develop cheaper meth- 
ods of processing. 

One might ask — is this atomic 
power program adequate for our na- 
tional needs? This question has been 
raised many times, particularly in 
Congress, and the answer is not an 
easy one. If one considers only in- 
ternal economic factors for the 
United States, the program may be 
adequate. Atomic power is not cheap 
and when one considers the reserves 
of coal and oil available to the United 
States.and the present efficiency of 
our thermal plants, the atom does not 
hold promise of any “golden age” of 
atomic power. In fact, atomic power 
does not hold out immediate prospects 
for competing in areas where good 
fossil fuel is readily available. Cer- 
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tainly it will be a long time before 
atomic power is competitive in such 
good coal areas as the Ohio Valley. 
It is not for areas blessed with cheap 
power that we should be in a rush to 
develop atomic power. 

Atomic power will be competitive 
first in those areas lacking fossil fuels 
or good hydraulic potential. Atomic 
power will make it possible to more 
nearly level the electric power costs 
throughout the world. However, this 
should be done by knocking off the 
peaks pertaining to these high cost 
power areas rather than elevating the 
valleys pertaining to those areas 
presently blessed with good conven- 
tional sources of power. 

This possibility of assisting the 
higher cost areas of the United States 
and the world is due to one of the in- 
herent advantages of atomic energy, 
that is, the ease and cheapness of 
transportation of U235 or other fis- 
sionable material as compared to cost 
of transportation of coal. The ton- 
nage of shipping required for coal to 
support a given kilowatt capacity is 
in the order of one million times that 
required for U235. Stated otherwise, 
the cost of transporting coal is ap- 
proximately one mill per kilowatthour 
for every 200-300 miles of railroad 
transportation, whereas the cost of 
transporting U235 from a cheap 
power area, such as the Ohio Valley, 
to any part of the world is an in- 
significant cost factor. Formerly one 
could speak of transporting electric 
power by coal car or by transmission 
line; soon we can add U235 by air 
cargo as a competitor. 


First Competitive Atomic Power 

So, for areas remote from good 
fuel or hydraulic sources, atomic 
power will first become competitive 
because of the excessive cost of trans- 
portation of fossil fuels or transmis- 
sion losses. There are also some areas, 
like England and Europe, that pres- 
ently have good sources of fossil fuels 
except that they will be inadequate to 
take care of rapidly expanding elec- 
tricity needs in the future. Here, the 
governments and utilities are plan- 
ning on taking advantage of atomic 
power to provide for the future. 

In addition to savings in transpor- 
tation costs, it should be recognized 
that the anticipated world supplies of 
uranium and thorium will support a 
much larger power industry for a 
much longer time than will fossil 
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fuels or undeveloped hydraulic sites. 
In fact, if we did not have the possi- 
bility of atomic power, every nation, 
including the United States, would be 
seriously concerned at this time about 
how ultimately to meet expanding 
power requirements. 


Primarily as a result of inadequate 
coal supplies, and the resulting antici- 
pated increased cost of electricity due 
to cost of transportation of coal, 
England and now Euratom are plan- 
ning large atomic power programs. 


In the Euratom report, for exam- 
ple, the three Wise Men state, “... 
our conclusion is that the range of 
costs of electricity produced by 
nuclear reactors of the American as 
well as of the British type, may be 
estimated at 11 to 14 mills a kilowatt- 
hour, while the cost of electricity 
from new conventional stations which 
must use imported fuel will be 11 to 
12 mills a kilowatthour.” 


The Euratom report also makes 
another statement that sometimes is 
overlooked by some of our public 
power proponents who are advocating 
a kilowatthour race with Europe. 
Again I' quote, “The average cost of 
electricity in America is about two- 
thirds of what it is in Europe, so 
atomic power will compete in Europe 
long before it can do so in the United 
States.” 


A Relative Thing 

These two quotes appear to be rea- 
sonably accurate and emphasize what 
appears to be little understood or 
deliberately neglected by some critics 
of our atomic power program—that 
economic or competitive atomic power 
is a relative thing and must be con- 
sidered in terms of what conven- 
tional power costs are for any partic- 
ular region. The Euratom program 
should assist the United States in its 
efforts to achieve competitive atomic 
power for our own use. 


As indicated by the three Wise 
Men in their report, our pressurized 
water reactors and boiling water re- 
actors are ready for commercial use. 
If a reasonably large number of these 
reactors can be sold abroad, this vol- 
ume production and experience will 
do much toward cutting costs for the 
future. Every effort should be made 
by our government and by our equip- 
ment suppliers to find ways and 
means to compete in this internation- 
al market. Again, a good working 
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relationship between government and 
industry is necessary to meet this 
opportunity. 

To summarize the situation, one 
might state that atomic power is 
rapidly becoming competitive in Eu- 
rope, England, and other high cost 
areas of the world, and at a some- 
what later date will become competi- 
tive in those high cost areas of the 
United States not blessed with good 
fossil fuels or hydraulic potential. 


Demand for Acceleration 

From a political point of view there 
is a demand to accelerate further the 
development of atomic energy beyond 
that strictly dictated by United 
States’ economic considerations. The 
strength of this movement derives 
from those who would like to pro- 
mote a public power program and 
from those who feel that from an in- 
ternational point of view we must 
maintain our leadership for prestige 
purposes, or as a part of our over-all 
economic aid program we must assist 
Europe and other friends in achiev- 
ing economic atomic power. 

Also, from the point of view of 
those in the high cost areas of the 
United States, such as New England, 
there is the possibility of even higher 
costs for transporting fossil ‘fuels. 
For these areas if atomic power is not 
developed more rapidly, conventional 
power costs may increase and further 
increase the differential and the ad- 
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vantage of those parts of the United 
States having cheaper power. 

As a result of all these factors, I 
believe the development of atomic 
power probably will be further accel- 
erated in the United States by one 
means or another. This group might. 
very well ask themselves, therefore, 
what should be the position of the 
utilities in this acceleration. 

The answer is obvious—the utili- 
ties must maintain vigorous leader- 
ship in further acceleration of the 
program. The reasons I advocate this 
are: first and primary, that it is good 
business to anticipate a new develop- 
ment and be in a position to under- 
stand it and properly exploit it when 
it materializes. 

Second, it is only by doing, that 
we can develop engineering improve- 
ments, acquire new production tech- 
niques, and determine the economic 
results from increasing the size of 
our present reactors. 

Third, atomic power will be com- 
petitive in the United States in the 
higher cost areas within the next 
decade and it is necessary for the 
utilities to determine for themselves 
the true economic limits of this new 
source of power, and its proper rela- 
tionship to coal, oil, and hydraulic 
sources. This vigorous leadership is 
necessary if we are to continue to 
have free enterprise bear the major 
responsibility for the electric power 
industry. 


Guide to Be Ready Earlier This Year 
For 1958 National Electrical Week 


NEW Planning Guide comprised 

of a complete kit of materials 
—pattern speeches, releases, home 
inspection reports and other program 
aids—will be available to local Na- 
tional Electrical Week Committees 
early this fall in preparation for the 
third annual NEW celebration, Feb. 
9-15, 1958. 

Merrill E. Skinner, chairman of 
the NEW Committee, said 10,000 
copies of basic materials, a 25 per 
cent increase over last year, will be 
produced this year. 

The committee will distribute its 
materials earlier and include added 
materials—as mats—which have been 
suggested by participants. It plans 


to stimulate even greater national ad- 
vertising support than was provided 
in 1957 both within and outside the 
electric industry. 

Some of the measures to be taken 
by the committee to step up this sup- 
port include: expansion of its news 
and feature story publicity program, 
particularly with publications of gen- 
eral circulation; expansion of its 
NEW information program during 
the balance of 1957 at electrical in- 
dustry meetings and conventions; 
improved coordination with the Na- 
tional Edison Birthday Committee. 

The committee also will provide 
earlier assistance to planning in 
Canada. 
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HIS is an American century. 

The last century was a British 

century. During the 19th Cen- 
tury the British empire was spread 
over the entire face of the earth; it 
had “dominion over palm and pine.” 
The British navy sailed on every sea; 
its slogan was “Britannia rules the 
waves.” There was peace on earth 
during the 19th Century; it was a 
pax Britannica. 

The 20th Century is an American 
century. The entire free world looks 
to the United States of America for 
leadership, guidance, freedom and 
security. 


Catastrophe or Prosperity? 


Facing us in this century are two 
clear-cut possibilities: the possibility 
of infinite catastrophe and the pos- 
sibility of infinite prosperity. As evi- 
dence of the possibility of infinite 
catastrophe can be cited the frequent 
strikes which cripple our industry 
and our way of life; the possibility 
of economic depression; the possi- 
bility of inflation; the inroads of 
communism; and the atomic bomb. 

As evidence of the possibility of 
infinite prosperity can be cited the 
miracles of industrial production; 
the advances of technology; and 
atomic energy as another source of 
power. All the power used today 
comes from the sun. Atomic energy is 
a competitor of the sun. We have 
new materials, new methods, new 
processes. All we need is a new wis- 
dom. With the airplane we have 
learned to fly through the air like a 
bird. With the submarine we have 
learned to swim under water like a 
fish. All we need to do is to learn to 
walk the earth like human beings. 

This civilization which in all fair- 
ness can be called an American civ- 
ilization is a good one. It is by no 
means perfect but it provides the op- 
portunity for continual improvement 
even to the point of perfection. The 
kingdom of heaven can actually be 
established upon earth. 

There is no assurance, however, 
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that this civilization will endure. 
There have been some 29 other civ- 
ilizations and cultures which have 
existed and later have disintegrated. 
Historians remind us that these civ- 
ilizations have all followed the same 
pattern of development. They have 
started with a hunting and fishing 
stage of nomads through an agricul- 
tural stage and even up to and in- 
cluding a machine age. After the ma- 
chine age came decadence. Our own 
civilization has followed this same 
pattern and we must admit that we 
are presently in a machine age. Will 
the next stage be decadence? 


Five Tenets of Survival 

Again historians have summarized 
the causes of the disintegration of 
other civilizations. A study of these 
causes leads to the conclusion that 
there are five tenets of survival. 

1. In order to survive a civiliza- 
tion must meet an internal challenge. 
In this country that challenge has 
been met successfully in the case of 
the Civil War. There are still unfor- 
tunately some hard feelings but it is 
generally agreed that we are much 
better off by having met that chal- 
lenge. There remains another more 
insidious threat, that of subversive 
activity as exemplified by com- 
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munism, and also the threat, not in- 
sidious but nevertheless dangerous, 
of what has been termed “creeping 
socialism.” 

2. In order to survive a civiliza- 
tion must meet an external chal- 
lenge. The civilization of the free 
world met this external challenge 
during the last two world wars. An- 
other external challenge is that of 
the Communist nations. 

3. In order to survive a civiliza- 
tion must be sure to call to position 
of leadership its most able and best 
qualified citizens. In general, this 
country has been most fortunate in 
the officials elected to public office. 
Exceptions have been so rare that 
they make the headlines of the daily 
newspapers. Not only in public of- 
fices is it necessary to have qualified 
leaders; industry, labor unions, edu- 
cational institutions and other such 
organizations must have as their 
leaders men and women of integrity 
and ability. 

4. A civilization in order to survive 
must adhere strictly to its idealism 
as propounded by its principal proph- 
et. The children of Israel always 
got into trouble whenever they 
strayed from the teachings of their 
prophets. The idealism of American 
civilization is certainly Christianity 
whose principal prophet is Jesus of 
Nazareth. It is difficult to say how 
Christian this civilization is. We 
have spent billions in helping other 
lands even when the representatives 
of those lands have been castigating 
our country in such places as the 
United Nations. It should be pointed 
out that spiritual power is the only 
power yet unharnessed. Water 
power, electrical power, steam power 
have already been harnessed and 
great strides are being made in the 
use of solar power and atomic power. 

5. Many civilizations in the past 
can credit their downfall to the fact 
that their benefits were not distrib- 
uted to the masses. Land, wealth and 
privileges were reserved for the rul- 
ing classes, for the nobility or for 
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some other favored group. This pres- 
ent American civilization is char- 
acterized in an outstanding way by 
the distribution of its benefits to the 
great masses of people. A Communist 
would shake his fist at a palatial 
home and say “no one man or family 
should enjoy such luxuries.” An 
American would say “every man and 
family should enjoy such luxuries.” 
An outstanding characteristic of this 
civilization is its concentrated effort 
to provide everyone with a fine home, 
air conditioning, one or more auto- 
mobiles, deep-freeze units, television 
sets and good schools and churches. 
The public utilities of this country 
provide the strength necessary to 
carry this civilization along the road 
to survival. As is well known, the de- 
mands for electrical power will quad- 
ruple before the end of this century. 
Any successful attempts to weaken 
the public utilities will only slow the 
progress of civilization. Every effort 
should be made to assist the public 
utilities to provide the power that 
will keep this civilization strong and 
free. 


Alluring Opportunities 


The contribution that should be 
assiduously followed is the attrac- 
tion of young graduating engineers 
into that industry. The opportunities 
in the power industry are most allur- 
ing, not the least of which is the op- 
portunity to serve society. 

Industrial companies in general 
throughout the country are inter- 
ested in attracting more young men 
and women into the engineering pro- 
fession, not only for the benefit of 
themselves but sincerely and hon- 
estly for the security of the entire 
nation. They know what Russia is 
doing. H. G. Wells has said that civ- 
ilization is a race between education 
and catastrophe. That statement 
might well be amended to say that 
civilization is a race between engi- 
neering education and catastrophe. 

Industry is earnestly desirous of 
promoting engineering education. It 
is anxious to improve the opportun- 
ities in engineering by offering 
graduates attractive salaries, favor- 
able and challenging working condi- 
tions, and other advantages. It is 
willing as far as reasonably practic- 
able to augment the equipment of 
schools and colleges. It encourages 
high schools to emphasize science 
and mathematics. It advertises wide- 


EDISON ELECTRIC INSTITUTE BULLETIN 


ly and uses many types of informa- 
tion processes to call attention to the 
urgent need for engineers and sci- 
entists. 

Many companies offer handsome 
scholarships te assist worthy young 
people obtain an education. Their 
motive has been unselfish, for the 
scholarships impose no obligations 
upon the recipients to apply for em- 
ployment with the donors. These 
scholarships have helped and en- 
couraged many fine young people, 
many of whom could not have com- 
pleted their college years without 
that financial assistance. 


Counseling and Recruiting 


The pressing need today is not 
alone for engineering students. The 
good news has spread and high 
school students are entering engi- 
neering colleges in such numbers 
that enrollments in many have 
doubled in the last three or four 
years. It is really the duty of en- 
gineering colleges to cooperate with 
the high schools in counseling and 
recruiting qualified students who 
show an interest in and an aptitude 
for engineering. Industry can help, 
as it has so ably helped already, but 
engineering colleges should recruit 
good high school graduates just as 
industry recruits good engineering 
college graduates. The problem fac- 
ing this country is not entirely a 
dearth of engineering students. 

Neither is the problem one alone 
of lack of buildings. It is true that 
college campuses are rapidly becom- 
ing crowded, but a building program 
is gradually getting under way which 
will eventually alleviate the situa- 
tion and ultimately provide the 
young people of America with the 
finest kind of educational facilities. 
Furthermore, it is a well known fact 
that classrooms are not used at high 
efficiency. Until we who have the 
privilege of serving as administra- 
tive officers can induce our faculties 
and students to use our present fa- 
cilities at something at least ap- 
proaching the maximum efficiency, 
we cannot justifiably cry for new 
buildings. 


Engineering Teachers Needed 


The real crisis facing engineering 
education today, one which is con- 
sequently shared by industry and the 
entire nation, is the need for engi- 
neering teachers. The situation with 
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regard to grade school and high 
school teachers is gradually improv- 
ing, but the lack of engineering col- 
lege teachers is becoming worse. 
Perhaps unknowingly and certainly 
unwillingly, industry is competing 
with colleges for engineers. In many 
instances the deciding factor is 
salary, and in this respect the re- 
sources of industry exceed those of 
the colleges. I am ashamed to cite 
comparative examples. Just let me 
say that professors who remain to- 
day on engineering faculties do so 
because they are devoted persons 
dedicated to serving young people at 
great sacrifice to themselves and 
their families. America owes much 
to them, for behind every great en- 
gineer or scientist there stands a 
great teacher. Many in this audi- 
ence may be willing to testify to the 
truth of that statement. 


A Constructive Suggestion 


I venture now to make a sugges- 
tion intended to be wholly construc- 
tive. The great power companies 
need young engineering graduates. 
Your companies are therefore anx- 
ious to help engineering colleges. En- 
gineering colleges need teachers. 
They cannot today provide salaries 
adequate to retain them. Many col- 
leges retain at least a certain num- 
ber of their faculty members by se- 
curing research projects sponsored 
by industrial companies or Federal 
agencies which provide funds from 
which extra faculty compensation is 
secured. For electric power utility 
companies another method seems 
more applicable. If the power com- 
panies could offer some sort of con- 
sulting work to faculty members, it 
would augment their salaries, in- 
crease their knowledge and there- 
fore their usefulness as_ teachers, 
and enhance their prestige in the 
eyes of their students. It could not 
help but direct the attention of many 
of their students to the attractive 
opportunities in the field of electric 
power, which opportunities to date 
have scarcely been noticed. It might 
also bring some beneficial results to 
the companies, although not too 
much should be expected at first. 

Such consulting work might logi- 
cally be offered first to electrical en- 
gineering and mechanical engineer- 
ing faculties, or to teachers of any 
other disciplines which might be of 

(Continued on page 201) 
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T is a pleasure to have this oppor- 
tunity to discuss the licensing of 
hydroelectric projects, which is the 

oldest function of the Federal Power 
Commission. This subject is most 
timely because of the recent upsurge 
in applications for licenses filed by 
both public and private interests. 

During the four-year period which 

ended June 30, 1956, the total capac- 
ity of applications filed with the Com- 
mission exceeded 18 million kilowatts. 
This is far greater than the amount of 
capacity applied for in any Jike period 
in the past 30 years. It is more than 
twice the operating capacity in all of 
the 238 projects now under license. 
During this same four-year period 
ending June 30, 1956, the ultimate 
capacity under license increased from 
about 9 million to 15 million kilowatts 
and the operating capacity from 5.7 
million to 8 million kilowatts. These 
projects under license have about 57 
per cent of the total existing non-Fed- 
erally owned hydroelectric capacity in 
the United States. 


New Capacity Under Construction 

New capacity being constructed 
under FPC authorization at the pres- 
ent time totals about 6,000,000 kilo- 
watts, of which about 3,400,000 kilo- 
watts in 9 projects are public 
developments and 2,600,000 kilowatts 
in 26 projects are private develop- 
ments. Pending before the Commis- 
sion, as of January 1, 1957, were ap- 
plications for preliminary permits and 
licenses totaling about 9 million kilo- 
watts of hydroelectric capacity. This 
figure includes both public and private 
developments. 

This increase in licensing activity 
has occurred in all sections of the 
country. Projects of particular in- 
terest which are either under license 
or under consideration by the Commis- 
sion include the following: 

In the Northeast, the 940,000-kilo- 

watt St. Lawrence project and the 

2,200,000-kilowatt Niagara project; 
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In the Southeast, the 420,000-kilo- 
watt Coosa River project; 


In the Southwest, the 75,000-kilo- 
watt Markham Ferry partnership 
project; 


In California, projects on the 
Feather, Stanislaus, San Joaquin, 
and Kings Rivers totaling about 1,- 
470,000 kilowatts; 


In the Columbia Basin, such proj- 
ects as Priest Rapids, Rocky Reach, 
Swift Creek, Cowlitz, Pelton, the 
Snake River Projects, and Noxon 
Rapids, totaling some 5 million kilo- 
watts. 


Legislative History of Act 

Prior to 1920 when the Federal 
Water Power Act was first enacted, 
authority for the construction of 
hydroelectric projects was obtained by 
a variety of means. Under the River 
and Harbor Acts of 1890 and 1899, 
permission for the construction of 
dams over navigable streams required 
individual acts of Congress. These 
acts varied widely in their provisions. 
Many of the grants were perpetual, 
and those issued for a limited term 
seldom contained any provision for the 
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disposition of the property upon the 
termination of the license. Often per- 
mits made no provision for the imposi- 
tion of charges for the privilege of 
developing an important water site. 
Then as now, the charge of “give- 
away” was raised and it was a 
laborious, long-drawn-out process to 
obtain authority from Congress for 
the construction of any hydroelectric 
project. 

In the West where most of the 
projects were located on the public 
domain, Congress had passed several 
laws authorizing the Secretary of the 
Interior, under varying conditions, to 
issue permits for the use of the public 
domain for the generation and 
transmission of electric power. These 
authorizations were revocable at the 
discretion of the Secretary of the In- 
terior and were generally not satis- 
factory from the developer’s point of 
view. 

The situation was such that all but 
the most hardened were discouraged 
from attempting to develop hydro- 
electric facilities. 


FPC Created in 1920 

After consideration of water power 
legislation for several years, Congress 
finally passed the 1920 act creating a 
Federal Power Commission composed 
of the Secretaries of Interior, Army 
and Agriculture. In 1930 the act 
was amended to replace the three 
secretaries with an independent com- 
mission composed of five members ap- 
pointed by the President and con- 
firmed by the Senate. In 1935 the 
Federal Water Power Act with minor 
changes was incorporated as Part I 
of the Federal Power Act and Parts 
II and III were added. These addi- 
tions extended the jurisdiction of the 
Commission over the interstate trans- 
mission of electric energy and over 
public utilities owning or operating 
facilities for such transmission. 

The Federal Power Act provides for 
coordination and control by the Com- 
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mission over the orderly development, 
for power production and other pur- 
poses, of the rivers over which Con- 
gress has jurisdiction. Part I of the 
Act deals largely with non-Federal 
projects, and authorizes the participa- 
tion by public and private interests 
in the development of our water re- 
sources. Some of the principal objec- 
tives under Part I of the Act are: (1) 
to encourage the development, con- 
servation and full utilization of the 
water resources of the country; (2) 
to make available to all responsible 
persons or agencies, public or private, 
the right to construct, own, and 
operate hydroelectric projects in and 
along streams and on lands subject to 
the jurisdiction of Congress; (3) to 
provide for orderly development of 
the nation’s water power resources in 
accordance with approved comprehen- 
sive river basin plans; and (4) to pre- 
serve the rights of the public in its 
water power resources by limiting the 
period for which a license may be 
issued. 


Other Two Objectives Merit Emphasis 
These four objectives have often 
been referred to by the courts and 
students of the legislative history of 
the Federal Power Act. Much has 
been said about the comprehensive de- 
velopment of water resources and of 
the protection of the rights of the 
public by limiting the terms of the 
license. The other two objectives, en- 
couragement of the development of 
our water resources, and the right of 
all responsible persons to avail them- 
selves of the opportunity to construct 
and operate hydroelectric projects on 
streams and lands subject to Federal 
jurisdiction, also deserve emphasis. As 
long as the Federal Power Act re- 
mains in its present form, it is the 
duty of the Commission to encourage 
in every way the development of our 
water resources by all responsible per- 
sons applying for such permission. 
The Federal Power Commission is 
responsible for the orderly develop- 
ment in the public interest, by private 
and non-Federal agencies, of the 
water-power resources on waters sub- 
ject to the jurisdiction of Congress. 
This responsibility is carried out by 
the exercise of its licensing functions 
under which it is required that the 
Commission make such studies and in- 
vestigations of comprehensive river 
basin developments as will insure that 
any projects which may be licensed 
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are best adapted to comprehensive 
plans for water-sheds as related to 
the needs of power, flood control, irri- 
gation, municipal water supply, rec- 
reation, fish and wildlife, navigation, 
pollution abatement, and other public 
water uses. 

In carrying out its licensing func- 
tions, it is the responsibility of the 
Commission to see that each project 
will make efficient and adequate use of 
water-power resources in order to pre- 
vent waste of these resources and to 
conserve exhaustible fuel resources 
provided that such use is consistent 
with the other beneficial public pur- 
poses which I have just mentioned. 

While the Commission must re- 
quire that each licensed project be 
adaptable to a comprehensive plan for 
the basin, it is seldom the case that 
an entire river basin program is 
carried out by simultaneous construc- 
tion of all of the projects included 
therein. With this in view, the Com- 
mission may require that the specific 
project under consideration be de- 
signed and constructed for its efficient 
use under the circumstances as they 
exist, and at the same time require 
that the project design be adapted to 
such future modifications as may be 
required in order to insure its greatest 
conservation use as further develop- 
ments are carried out under the com- 
prehensive plan. 

It became apparent soon after en- 
actment of the Federal Water Power 
Act in 1920 that sufficient information 
for enlightened development of water 
resources of the nation was not avail- 
able. Consequently, in a joint report 
to Congress on April 12, 1926, the 
FPC and the Wwar Department recom- 
mended that the river basins through- 
out the nation be investigated and 
surveyed in order to obtain the en- 
gineering and economic data needed 
to formulate comprehensive plans for 
all public purposes. That report was 
designated House Document 308, 69th 
Congress, 1st Session. Since that 
time, Congress has authorized investi- 
gations and surveys of practically all 
river basins within the United States 
and such investigations and surveys 
have come to be known as “308 Re- 
ports.” 

Investigations made by the Army 
Corps of Engineers prior to the “308 
Reports” dealt almost entirely with 
navigation requirements. In more re- 
cent years, navigation has decreased 
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in importance and present day river 
development plans under the Federal 
Power Act center around development 
of hydroelectric power, flood control, 
conservation and enhancement of fish 
and wildlife resources, the provision 
of recreational opportunities and, in 
certain parts of the country, the pro- 
viding of water for irrigation. In 
those instances where irrigation is an 
important factor, the revenues from 
the sale of hydroelectric power some- 
times pay a share of irrigation cost 
thus making it possible to provide 
irrigation water which would not 
otherwise be economically feasible. 

The South San Joaquin and Oak- 
dale Irrigation Districts are now con- 
structing under an FPC license three 
dams on the Stanislaus River in 
California to provide irrigation water 
as well as to generate power. The irri- 
gation feature of this project was 
made possible because the power from 
the dams has been sold under a 50- 
year contract to a privately owned 
utility company thus providing suffi- 
cient revenues to make possible the 
issuance of the bonds required to pro- 
vide the money to construct the 
facilities. 

An example of comprehensive de- 
velopment of a stream is afforded by 
the Cowlitz River in the State of 
Washington. In 1951, the City of 
Tacoma, Wash., secured a_ license 
authorizing it to build the Mayfield 
and Mossyrock dams on the Cowlitz 
River. Under this license, the city 
will develop a substantial block of 
much-needed power and at the same 
time supply sufficient flood control 
storage to keep the Cowlitz River 
below the dams within its natural 
banks should the worst flood of record 
reoccur. 


Important Salmon Fishery Stream 

The Cowlitz is an important salmon 
fishery stream and under the license 
the city is required to construct 
facilities to conserve the fishery re- 
sources to the extent practicable. 
There was substantial opposition by 
fish and widlife interests to the 
licensing of the Cowlitz project be- 
cause it was felt the project would 
have a very detrimental effect on the 
fishery resources in the stream, prin- 
cipally with respect to the inability to 
pass downstream fingerlings over high 
dams. 

As a result of a license condition, 
the City of Tacoma, in cooperation 
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with the State and Federal conserva- 
tion agencies, has conducted experi- 
ments resulting in the design of a 
so-called “skimmer device” for collect- 
ing the downstream migrants so they 
can be passed over high dams. Present 
plans call for this device to be in- 
stalled in the Pelton Dam on the 
Deschutes River and in the Brownlee 
Dam on the Snake River, both of 
which are high dams under construc- 
tion pursuant to Commission licenses. 


Hydroelectric projects constructed 
under the Federal Power Act in many 
cases provide large inland reservoirs 
which offer great opportunities for 
recreation of types not formerly avail- 
able in the area, including sport fish- 
ing, boating, swimming and summer 
home sites. With the tremendous de- 
velopment of our means of transporta- 
tion today, the rapid growth in popula- 
tion, and the shorter working hour 
week allowing increased leisure time, 
the development of our water re- 
sources for recreational purposes has 
become a highly important factor in 
the licensing of hydroelectric develop- 
ments under the Federal Power Act. 


Utilization of these recreational 
opportunities has a substantial impact 
on the economy of the country by 
reason of the increased demands for 
recreational equipment. 


In the early 1920’s hydroelectric 
projects were constructed principally 
to serve the area immediately sur- 
rounding the project and were to a 
large extent operated as_ isolated 
plants. However, with the improve- 
ments that have been made in the 
ability to transmit electric energy and 
the tremendous load growth that has 
been experienced over the years hydro- 
electric plants are now closely in- 
tegrated with thermal electric plants 
to supply integrated electric systems, 
many of which extend into several 
states. To the extent that energy 
from these projects enters into inter- 
state commerce and is sold for resale, 
the regulations under Part II of the 
Federal Power Act become applicable. 

Electric energy as you all know can- 
not be stored as such but the same 
effect is obtained by the storage of 
water in hydroelectric reservoirs. 
This ability to store water makes it 
economically feasible to install more 
generating capacity than would be 
justified in run-of-river operation. 
Consequently, storage enables modern 
hydro plants to be utilized for short 
periods of time to supply peak loads 
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and thereby reduce the cost that 
would be otherwise required in pro- 
viding the same capacity and energy 
from thermal electric plants. Thus 
hydroelectric storage projects are be- 
coming increasingly valuable because 
of their ability to meet system peak 
loads. 

One of the license conditions which 
is becoming more important with the 
continued construction of storage res- 
ervoirs is that provision in Section 
10(f) of the Act which requires that 
the owner of a downstream project 
reimburse the owner of an upstream 
storage project for power benefits re- 
ceived from the upstream regulation 
provided at the headwater improve- 
ment. This provision which requires 
a sharing of costs in proportion to 
benefits received is one designed to 
encourage complete and comprehen- 
sive development of a river basin and 
in many instances is an important 
factor in the economic justification for 
construction of upstream storage. 


FPC Determines Charge 


The annual charge to be paid by 
each non-Federal downstream bene- 
ficiary is determined by the Commis- 
sion as an equitable part of the 
annual interest, maintenance and de- 
preciation charged against the head- 
water improvement to which the 
benefits are attributable. These studies 
and determinations become more com- 
plex as additional projects are added 
to a particular river basin. 

Under the present law the Federal 
government is not required to pay for 
benefits received from upstream facili- 
ties constructed by non-Federal de- 
velopers. Since 1951 the Commission 
has consistently recommended to the 
Congress that the Federal Power Act 
be amended to require payments by 
the United States for benefits to 
Federal projects resulting from head- 
water improvements constructed by 
non-Federal interests. Since the cost 
of such payments, like other utility 
expenses, is paid from revenues ob- 
tained from consumers, it would seem 
equitable to make no distinction be- 
tween customers of Federal projects 
and other utility customers. Further- 
more, it appears that such an amend- 
ment would further encourage up- 
stream hydroelectric development. 

Another important function per- 
formed by the FPC involves the 
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planning of Federal flood control and 
reclamation projects. The staff of the 
FPC cooperates with the Army En- 
gineers and the Bureau of Reclama- 
tion particularly in planning the 
power features of such projects. The 
staff makes the necessary studies 
which lead to recommendations as to 
the amount of capacity that should be 
installed in a_ particular project. 
Where it is not found feasible to pro- 
vide generating facilities initially, 
recommendations are made as to 
whether penstocks should be con- 
structed as part of the initial develop- 
ment so that power generating facili- 
ties may be added at less cost in the 
future. 

Under the Bonneville and Fort Peck 
Acts and the Flood Control Act of 
1944, the FPC has been given some 
general responsibility for the approval 
of rates for the sale of power pro- 
duced by projects constructed by the 
Corps of Engineers. However, the 
Commission has no _ such _ general 
authority with respect to the sale of 
power produced at other Federal 
projects. This authority which has 
been granted to the Commission pro- 
vides merely for the confirmation and 
approval of rate schedules submitted 
by the Federal marketing agencies. 

The Commission has only a veto 
power with no authority to modify 
rate schedules or to initiate changes. 

I have attempted in this short time 
to give you a brief resume of some of 
the duties of the FPC and the role 
which it plays in the development of 
the hydroelectric resources of the 
country. My discussion has neces- 
sarily been somewhat general and on 
the “dry” side. T would much prefer to 
have illustrated some of my points 
with concrete examples and to have 
discussed some of the many interest- 
ing legal problems which confront us. 
Unfortunately I have been on the 
Commission only a few months and 
most of the matters which have arisen 
during my tenure in office are now 
pending either before the Commission 
or in the Courts or, like Hells Canyon, 
are before the Congress, and I am 
precluded from discussing them at 
this time. In closing, I wish to make 
it clear that insofar as I may have 
expressed views on any controversial 
matter that they are my personal 
views and I am speaking only for my- 
self and not the other four members 
of the Commission. 
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Public and Private Power and 


the Hoover Commission’s Recommendations 


By Dr. S. C. Hollister 


Dean, College of Engineering, Cornell University 


An address before the 25th Annual Convention of the Edison Electric Institute, 


OW would you like to receive 
Hee: electric bill with a notation 
that 35 per cent was being de- 
ducted because the utility furnishing 
your electricity could now do so with- 
out having to pay the usual taxes and 
the full cost of capital? This is what 
the biggest power producer in the 
business can do for its customers. 
Who is this producer? Your Federal 
government. How does it do this? It 
taxes you,to make up the deficit. 
How would you like to receive a 
note on your light bill saying that a 
sum has been added so that someone 
you never heard of could get his light 
bill reduced 35 per cent? This is what 
is happening to most of you, but it 
isn’t being so marked on the Dill. 
About 80 per cent of the people are 
paying a quarter to a third of the 
light bill for the other 20 per cent. 


Hoover Commission Created in 1953 


In 1953 the Congress created the 
second Hoover Commission, a bi-par- 
tisan group of 12 men, headed by 
former President Herbert Hoover, to 
examine the efficiency, policies and 
function of the Executive Branch of 
the Federal government, and to re- 
port back to the Congress in the 
spring of 1955 with recommendations 
for (a) reducing costs, (b) increasing 
efficiency, (c) getting the Federal 
government out of business enter- 
prises. Half of the members were from 
the government, and half from pri- 
vate life. The Commission has made 
and reported upon the most searching 
review ever made of the Executive 
Branch in the nation’s history. Of 
the 314 recommendations made to the 
Congress, none were determined by 
vote along party lines. 

The Commission, with the aid of 
a Task Force on Water Resources and 
Power, made up of 26 distinguished 
citizens under the able chairmanship 
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of Admiral Ben Moreell, made the 
most comprehensive fact-finding re- 
port ever made on the Federal gov- 
ernment’s functions in this area. The 
Commission made a series of recom- 
mendations to the Congress which 
amount collectively to a statement of 
recommended policy. There was thus 
provided a non-partisan basis for 
judging the policies and functions of 
the Federal offices and agencies in this 
field. 


Government-Owned Capacity 

In 1933 the Federal government 
owned a generating capacity of 232,- 
000 kilowatts. By 1953 it owned and 
had in operation nearly fifty times the 
capacity of 1933—10,500,000  kilo- 
watts. In 1933 the Federal govern- 
ment owned half of one per cent of 
the total generating capacity of the 
country. By 1953 it owned over ten 
per cent. Adding what is authorized 
but not yet installed, there will be 
a total of nearly 35 million kilo- 
watts capacity, bringing the Feder- 
ally-owned and operated total capacity 
to nearly one-third of what the total 


Page 185 


installed capacity in the country is at 
present. 

How did this situation come about? 
Congressional action respecting 
water power, and the Federal govern- 
ment’s interest therein, began in 1879 
when the Secretary of War was 
authorized to lease mechanical power 
developed at a navigation dam at 
Moline, Illinois. In 1884 the Congress 
specifically authorized the construction 
of a private power development on the 
Mississippi River, at St. Cloud, Minn. 

In 1890 the Congress prohibited the 
building of dams in navigable waters 
without the permission of the Sec- 
retary of War. In 1906 the Con- 
gress established terms and conditions 
under which the Secretary of War 
might authorize non-Federal devel- 
opment of hydroelectric power in 
streams under Federal jurisdiction. 


Private Construction Under Federal 
License 


In 1910 Congress fixed a limitation 
of 50 years on licenses granted by the 
Secretary of War for installation of 
dams and power facilities. All of these 
Acts had to do with the licensing and 
control of power development by pri- 
vate interests on Federally-controlled 
streams. The great Keokuk Dam 
across the Mississippi, completed in 
1913, was one of the power projects 
that were thus constructed by private 
enterprise under Federal license. 

In 1906 Congress authorized pro- 
duction of electric power at dams con- 
structed for irrigation water storage 
purposes, and the sale of surplus 
power from such dams for municipal 
purposes. Under the National Defense 
Act of 1916 the President directed 
construction of a nitrate plant, a 
steam-electric power plant, and the 
Wilson Dam at Muscle Shoals, Ala., 
for the production of nitrates and 
other products needed for munitions 
of war and useful in the manufacture 
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of fertilizer. This project was delayed 
by the First World War and was not 
completed until 1925. Subsequently it 
was absorbed into the Tennessee Val- 
ley Authority System. 


Hoover Dam Authorized in 1928 


The first great Federal Power De- 
velopment was the building of Hoover 
Dam, authorized in 1928. This large 
multiple-purpose structure was to be 
built by the Secretary of the Interior 
for flood control, navigation, reclama- 
tion and other purposes, with the in- 
stallation of power facilities as a 
means of making the project self-sup- 
porting and self-liquidating. 

At that time its cost was beyond the 
resources of private capital. The Fed- 
eral government, therefore, was to 
advance the money at 4 per cent in- 
terest and the original cost returned 
out of earnings to the Federal 
Treasury. The act also provided that 
charges for electrical energy sold 
should be readjusted from time to 
time as justified by competitive condi- 
tions at distributing points. In 1940 
the Congress abandoned competition 
as a basis for power rates and changed 
the 4 per cent interest rate to 3 per 
cent during a 50-year period. 

It also specified annual payments of 
$300,000 each to Arizona and Nevada 
and $500,000 to the Colorado River 
Development Fund. Power production 
at Hoover Dam began in 1937. Con- 
gressional action of 1940 has slowed 
down the originally intended rate of 
amortization of the Federal invest- 
ment. 


TVA Established in 1933 


The real introduction of the Federal 
government into active production of 
electric power on a large scale be- 
gan with the establishment of the 
Tennessee Valley Authority in 1933. 

This Authority was authorized to 
construct projects in the Tennessee 
River Basin for flood control, naviga- 
tion, power, and other purposes. The 
Authority has substantially completed 
construction of all feasible hydroelec- 
tric development on the Tennessee 
River. It has now embarked upon the 
construction of steam plants. When 
steam plants now being constructed 
and authorized are completed, the TVA 
will have a generating capacity in 
steam of three times that which it 
has for water development. 

Thus the TVA has shifted in pur- 
pose from developing hydroelectric 
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power as a component of the river de- 
velopment, and has moved directly into 
the power business on a large scale, 
and without appropriate regulation. 

In recent years, the Bureau of Rec- 
lamation and the U. S. Engineer 
Corps of the Army have engaged in 
large development of Federal power 
projects. 

Since its inception in 1933, to June 
30, 1953, there has been invested in 
the TVA $1,263 million, of which $924 
million is allocated to power installa- 
tions. During that period TVA has 
returned to the Treasury only $81 
million. Appropriations have been 
running about a quarter billion an- 
nually for the years 1951 to 1954. By 
1956 the total investment in TVA was 
$2.1 billion, of which $1.6 billion was 
for power, about half of which was for 
steam plants. By 1962 the total will 
reach $3.4 billion, of which $3 billion 
will be for power. 


Tax Inequities 


Federal property is normally ex- 
empt from State and local taxes. In 
1953 TVA was paying to local govern- 
ments in lieu of such taxes 3.3 per 
cent of its gross power revenues. It 
pays no Federal taxes. Investor-owned 
electric utilities pay about 23 per cent 
of gross revenue in taxes (they paid 
$1.4 billion in taxes on $6 billion 
sales to customers in 1954, an amount 
greater than their payments for 
salaries and wages). In addition, their 
stockholders pay additional taxes on 
all dividends paid. 

The Federal government must cur- 
rently pay 3 per cent interest on its 
bonds for long-term financing. Money 
furnished the TVA or any other Fed- 
eral project, therefore, costs the 
Treasury 3 per cent interest, since if 
not so furnished, it could have been 
used to reduce the national debt and 
thus stop the payment of interest on 
an equivalent amount. In 1953 the 
annual interest on the TVA power in- 
vestment would have been $27 million; 
in 1956, it would be $57 million; and 
in 1958, $90 million. In 20 years of 
existence TVA has returned only $81 
million, equivalent to but three years’ 
interest on the 1953 investment in 
power. Up to June 30, 1956, the 
total repaid was slightly over $179 
million. 

Since TVA pays in lieu of taxes an 
amount equal to only 3 per cent of 
revenues, instead of 23 per cent of 
revenues as paid by investor-owned 
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utilities for taxes; and has not paid 
interest on its invested capital at 3 
per cent; the Hoover Commission’s 
Task Force showed ‘that the TVA, 
during the fiscal year 1953, had a de- 
ficiency resulting from costs in excess 
of operating revenues, of 29 per cent 
of revenue, when computed as for 
utilities. This of course is reflected in 
the inadequacy of the rates charged 
for the energy sold. 


Federal Rates Inadequate Elsewhere 


Other Federal projects are similarly 
deficient in rates adequate to cover 
the equivalent of taxes, and interest 
on the invested capital. The Task 
Force prepared an estimate showing 
these deficiencies to 1953, which fall 
on the taxpayers generally, amounted 
to a third of a billion dollars. 

It is often said that the Hoover 
Commission has recommended that 
TVA be abolished. This is not so. The 
Commission has recommended, how- 
ever, “that the Congress empower and 
direct the Federal Power Commission 
to fix the rates on government power 
sales at such a level as will (a) elimi- 
nate the inequities now imposed upon 
the great majority of the people; (b) 
amortize and pay interest on the Fed- 
eral investment in power, plus an 
amount which will equal Federal ex- 
emption based upon the Federal taxes 
paid by the private utilities; and (c) 
provide payments in lieu of full taxes 
to the State and local government 
equivalent to those the private utilities 
would pay.” In the meantime, until 
these matters are finally resolved, 
further expansion of the TVA terri- 
tory of operations should be pro- 
hibited. 


FPC Regulation 


The Federal Power Commission is 
authorized to issue licenses for a 
period not exceeding 50 years, at the 
termination of which the United 
States may under certain conditions 
take over and operate the projects. In- 
vestor-owned utilities are regulated by 
FPC as to rates, adequacy of service, 
accounting procedures and profits on 
electric energy supplied in interstate 
commerce. All interstate rates are sub- 
ject to review and change in the public 
interest at any time by the FPC. The 
Commission has no similar jurisdic- 
tion over Federal agencies, and no 
authority to require compliance by 
them. At present, allocation of costs 
and rates for the sale of power from 
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the Bureau of Reclamation projects 
are approved by the Secretary of the 
Interior; and from Corps of En- 
gineers projects, by the Federal Power 
Commission. The TVA fixes its own 
rates. 

The TVA sells power wholesale, and 
not retail. Prior to its establishment, 
the law provided that municipalities 
wanting power for municipal purposes 
constituted preference customers for 
any Federal agency generating elec- 
tric power; but the TVA Act provided 
that cooperatives also would be pref- 
erence customers. These preference 
customers are Federally tax-free. Such 
customers would be responsible for 
the loca] distributing lines. 

The TVA, the Department of the 
Interior and other agencies have 
stimulated the organization of coop- 
eratives for the purpose of establish- 
ing a tax-free channel from generator 
to consumer, and thus selling the 
power more cheaply. Twenty-year 
contracts were entered into with these 
preference customers by the TVA for 
exclusive purchase from the Federal 
agency. 


A Word About Cooperatives 


A word about these cooperatives is 
in order. If certain citizens purchase 
their power needs from an investor- 
owned utility, they must pay rates to 
cover the taxes that the utility must 
pay—Federal, State, and local. If 
they now form a cooperative, which 
pays no taxes on its own operation, 
they pay a lower rate because they 
avoid payment of a tax component 
in that rate. Why should some citi- 
zens be excused from paying their fair 
share of the cost of their government, 
while other citizens are charged more 
than their share to meet the total 
bill? 

Sale to the preferred customers is 
wholesale. They in turn sell to domes- 
tic, commercial and industrial con- 
sumers. The largest block of power 
to consumers who benefit by the 
subsidized power supplied by the TVA 
goes to business and industry—not 
the homeowners. 

If we take all of the domestic 
users’ bills for the entire country, 
most of which is at present furnished 
by investor-owned utilities, we have 
a total annual bill of about half that 
paid for tobacco. The price per kilo- 
watthour furnished by the utilities 
for residential service has been de- 
creasing steadily in spite of inflation 
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and of increased costs of labor, fuel 
and equipment. In 1902 it cost on the 
average, 16.2¢; in 1932, 5.6¢; and in 
1954, 2.69¢. Yet this small sum is the 
component that many politicians use 
as a basis for their claim that the 
citizens are being unfairly charged 
for their lighting. They smoothly 
pass over the customers that get 
most of the benefit. 


Costs of All Federal Power Projects 


The Task Force summarized the 
costs of all Federally financed power 
projects built, building and author- 
ized as of June 30, 1953, at $9,663 
million. It is not possible to make an 
accurate distribution of this huge 
cost among the taxpayers. However, 
to get an approximate indication of 
how this cost is shared, one may 
divide it up among the States in pro- 
portion to the Federal taxes paid in 
1953 in each State. The share paid 
by the people of New York State, for 
example, is $1,775 million, with no 
Federal power, while that for Ten- 
nessee is $73 million, with nearly all 
its power generated by the TVA. 
This means that the taxpayers of New 
York State paid about $410 per aver- 
age family, and got no power in re- 
turn, while in Tennessee they paid 
only $75 per family and got the 
benefits of the power paid for by the 
other taxpayers. 

There are 19 states that will re- 
ceive no power from the plants built, 
building or authorized, but which 
have paid, or will pay, 61 per cent of 
the cost of the program if it is al- 
lowed to be carried out. The people 
of many States are actually being 
obliged to pay money into the Federal 
Treasury that will be used to take 
their business and prosperity away 
from them. Such an anomalous situ- 
ation results when the Federal gov- 
ernment competes in business with 
its own taxpayers. 


Special Privileges Sought 


Politicians and pressure groups, 
bent on an apparent drive to nation- 
alize the power industry, or to obtain 
special privileges for their constit- 
uents at the expense of all the nation, 
are against Federal licensing of pri- 
vate capital to be spent for develop- 
ment of water power resources. For 
example, they fought the licensing by 
FPC of the Hell’s Canyon Project, 
preferring instead that the Federal 
government pay out over twice the 
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sum and recover only 2 per cent more 
power capacity. 

Unfortunately, we have had men 
elected whose activities consisted 
largely of selfishly obtaining special 
benefits for their constituents at the 
expense of all the people, and who 
have used such gained benefits as a 
justification for keeping themselves 
in office. The electorate themselves are 
responsible for this prostitution of 
public trust, by adopting the attitude 
that it is right that they should get 
from the public treasury all they can 
for themselves. 

Ethics of the citizens, like charity, 
begins at home. 

It must be evident from the fore- 
going that with the large number of 
agencies of the Federal government 
involved, there is overlapping respon- 
sibility, competition between agencies, 
competition with—and in some areas 
replacement of — private enterprise, 
and an inequitable use of the tax- 
payers’ money. 

There is lack of consistent policy 
as between the functions of the dif- 
ferent agencies involved. 


Two Things Needed for Right Decision 
Rather Than Politically Expedient 


Likewise, in the competitive and 
politically-charged atmosphere of bu- 
reaucratic operation, there is a grave 
threat to arrival at sound solutions 
to the many urgent problems respect- 
ing water resources that beset our na- 
tion, in which the right decision rather 
than the most politically expedient 
decision must be made. Two things 
are thus needed: (1) a sound and con- 
tinuing, non-political national policy 
respecting water use, and the Federal 
government’s role therein, and (2) 
adequate machinery to aid the Presi- 
dent to make effective this deter- 
mined policy. 

An analysis of the Commission’s 
recommendations shows that they sup- 
port to a remarkable degree the pol- 
icies stated from time to time by the 
President, clearly showing the intent 
on his part likewise to establish non- 
political decisions in the equitable 
interest of all the people. 


The Commission recommended that: 


“Water resources should be de- 
veloped to assure their optimum 
use and their maximum contribu- 
tion to the national economic 
growth, strength, and general wel- 
fare.” 
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On this point the President has 
said :* 


“If we are to continue to advance 
agriculturally and industrially, we 
must make the best use of every 
drop of water which falls on our 
soil or which can be extracted from 
the ocean... .” 


There is no reason why the Fed- 
eral government should be the sole 
developer of our water resources. 
Historically, it did not attempt 
such a role until within the last 
quarter-century. The Hoover Commis- 
sion recommends for this and other 
developments of water resources and 
power: 


“That the Federal government 
should assume responsibility when 
participation or initiation is nec- 
essary to further or safeguard the 
national interest or to accomplish 
broad national objectives, where 
projects, because of their size or 
complexity or potential multiple 
purpose or benefits, are beyond the 
means or the needs of local or 
private enterprise. Under other cir- 
cumstances the responsibility for 
development should be discharged 
by State or local governments, or 
by local organizations, or by pri- 
vate enterprise.” 


The President on Hydro Power 


On this point the President has 
said :** 


“It is not properly a Federal 
responsibility to try to supply all 
the power needs of our people. The 
Federal government should no 
more attempt to do so than it 
should assume responsibility for 
supplying all their drinking water, 
their food, their housing and their 
transportation. To attempt such a 
centralization of authority and re- 
sponsibility always starts a deadly 
cycle. Yet, there are some who 
contend that the development and 
distribution of hydroelectric power 
is exclusively the responsibility of 
the Federal government. They 
argue that to permit any State or 
local government or any private 
company under governmental reg- 





* Letter to Secretary of the Interior Douglas 
McKay in “Water Resources Policy’’—Report by 
President’s Advisory Committee on Water Re- 
sources Policy—12-22-55. 

** McNary Dam Dedication Speech 9-13-54. 
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ulation to develop such power ca- 
pacity, is to give a special group an 
asset belonging to all the nation. 
Last year, for example, State and 
local governments were invited to 
cooperate in power generation with- 
out the threat of Federal power 
control. During this brief period 
numerous local public agencies and 
private investors have applied for 
licenses to build hydroelectric 
plants.” 


More Commission Recommendations 


In respect to the power component 


of new multiple-purpose projects, the 
Commission made the following rec- 
ommendations: 


(a) “That private enterprise be 
offered the opportunity to provide 
the capital for the electrical com- 
ponent of multiple-purpose dams 
and dispose of the power through 
their own systems (they being 
subject to regulation of rates by 
Federal and State authorities), but 
the management of the dams should 
remain in the Federal government. 

(b) “That if such capital be not 
available, the power should be 
offered for sale to the private util- 
ities, the States, or the municipali- 
ties and cooperatives prior to con- 
struction, on terms that will pro- 
tect the Federal interest.” 


The President has said:** 


“Parenthetically, may I remark 
that a region which lets itself be- 
come completely dependent upon 
national funds provided by a Con- 
gress—which Congress represents 
not that region alone but the whole 
nation—frequently finds that the 
funds fail to keep pace with local 
needs. But the important thing is 
that as Federal power expands in 
a region, local enterprise becomes 
increasingly intimidated and dis- 
couraged, even though the needs for 
energy continue to grow. Thus still 
more Federal intervention becomes 
necessary, such a conversion of 
local regions into Federal satellites 
poses a threat deadly to our liber- 
ties. The administration in Wash- 
ington—and the present leadership 
in Congress (before the last elec- 
tion)—are unalterably opposed to 
such malignant growth of bureau- 
cracy. 


“These believers in centraliza- 
tion fail to warn us that monopoly 
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is exercised by government. Curi- 
ously enough, they proclaim their 
fear of a private power monopoly 
in a county, city or State, but urge 
upon us all a gigantic, overwhelm- 
ing, nation wide power monopoly. 
But, of course, they also see them- 
selves as the all-wise directors of 
that monopoly —so all would be 
well.” 


The President also stated: 

“The Federal government should 
develop hydroelectric power in 
partnership with State, local and 
private enterprise.” 

In 1954 he had said:+ 

“Now, of course, the Federal 
government must shoulder its own 
partnership obligations by under- 
taking projects of such complexity 
and size that their success requires 
Federal development.” 


And at another time he stated: 
“To the maximum extent possible, 
local agencies should be encouraged 
to construct water resources facil- 
ities.” 
Relations With the States 
The Commission believed that the 


Federal agencies should maintain re- 
lations with the States on the follow- 
ing basis: : 


“That in participating in water 
resources and power development, 
the Federal government without 
waiving its constitutional rights 
should take account of the rights 
and laws of the separate States 
concerning appropriation, use, con- 
trol, and development of waters 
within their boundaries.” 

On this subject, the President has 


said: 


“The government must’ work 
more closely with the States, local- 
ities and private citizens in arriv- 
ing at solutions to clearly-estab- 
lished economic needs, and the 
methods for meeting such needs 
should be based upon sound prac- 
tices. 


“The Federal government should 
recognize the common interest of 
the nation, the States, localities 
and private citizens in water re- 
sources activity.” 

Referring to the extensive program 


of the TVA to build large steam- 


+ Annual Message to Congress. 


(Continued on Page 201) 
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Making the Case for Private Property 


By Leonard E. Read 


President, The Foundation for Economic Education, Inc. 


An address before the 25th Annual Convention of the Edison Electric Institute, 


world today is posed by the 
question, “What is mine and 
what is thine? 

Lined up on one side are those who 
believe that any person has the moral 
right to the fruits of his own labor. 
Such believers, if consistent in their 
thinking and actions, are supporters 
of private property, free market, will- 
ing exchange, limited government con- 
cepts. The grandfathers of these folks 
called themselves “liberals,” meaning 
that they believed that man should be 
freed or liberated from government 
domination. Now that this term, with 
its favorable semantic overtones, has 
been successfully expropriated by 
those with opposite convictions, these 
devotees of liberty call themselves “in- 
dividualists,” “conservatives,” and in- 
creasingly, “libertarians.” 


Or: of the leading issues in the 


Defines “Liberals” 


Lined up on the other side are those 
who believe that the individual should 
produce and live his life for the group, 
for society, for the collective. The 
matter of rights is reversed. Instead 
of the individual having a right to 
the fruits of his own labor, they hold 
that the individual has a right to the 
fruits of the labor of all others. Such 
a belief has no manner of fulfillment 
except in “public ownership”—a nice- 
sounding term for government con- 
trol and domination of the means of 
production. These folks, composed of 
Democrats and Republicans, now call 
themselves “Liberals,” although a few 
quite proudly confess to being “‘Social- 
ists,” or even “Communists.” 

I classify myself as a libertarian, 
the espousal of this philosophy being 
both my vocation and avocation. I am 
primarily interested, as I must assume 
this audience is, in the problem of 
how private property and related con- 
cepts can gain a wider acceptance. 
The fact that our side has been losing 
the argument, that socialism under 
numerous other labels is more agree- 
ably accepted today than yesterday, 
than two decades ago, or at any time 


Chicago, Ill., June 4, 1957 
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since the signing of the Declaration 
of Independence, suggests that the 
solution lies deeper than most of us 
are prone to believe. Let us, there- 
fore, probe briefly into the subject of 
freedom, for unless a person is free 
to do as his conscience dictates with 
the fruits of his own labor, there can 
be no such institution as private 
property. 

The problem of freedom is both psy- 
chological and sociological. By all that 
is good and holy, we should be devot- 
ing ourselves exclusively to the psy- 
chological part of the problem. This 
has to do with man freeing himself 
from his own fears, his own supersti- 
tions, his own frustrations, his own 
meager perceptions, his own ignor- 
ance. This is a chore of infinite dimen- 
sions. 

By all that is good and holy, we 
should not have to spend a moment 
of our time on the sociological part 
of the problem, this having to do with 
man imposing his will upon other 
men; this having to do with author- 
itarianism. What moral right, for in- 
stance, has any person on this earth 
to control or to forcibly direct what 
another shall discover, invent, create; 
where he shall work, what wage he 
shall receive, what hours he shall la- 
bor, or what and with whom he shall 


Page 189 


exchange? Most of you will agree that 
no person has any such right, nor any 
two persons, nor any 170,000,000 per- 
sons. 

Man’s moral right to inhibit the 
action of others is extremely limited. 
To demonstrate: Man’s energy mani- 
fests itself in two ways—destructively 
and creatively. If I were to use my 
hand to paint a picture, to write a 
book, to build a dynamo, to strew seed, 
these would be examples of my energy 
manifesting itself creatively. If I were 
to make a fist of this same hand and 
sock you in the eye, that would be an 
example of my energy manifesting 
itself destructively. 

Man has the moral right to inhibit 
the destructive energies of others; he 
has no moral right to control or to 
forcibly direct the creative energies 
of others. Yet, herein lies the root of 
this issue. To establish the fact that 
it is the issue, let us take a few brief 
glimpses at our own history. 

We began in a condition of pure 
and unadulterated communism. I re- 
fer to the year 1620, to our Pilgrim 
Fathers. It made no difference how 
much or how little any member of the 
colony produced; everything went into 
a common warehouse under authority, 
and the authority doled out the pro- 
ceeds according to the authority’s idea 
of the need. This procedure—from 
each according to his ability, to each 
according to his need—was held forth 
two centuries later by Karl Marx as 
the ideal of the Communist party. 


Private Property Practice Adopted 


There was a compelling reason why 
this communistic practice was discon- 
tinued. Many members of the colony 
had starved. Too often the warehouse 
ran out of provender. Governor Brad- 
ford, in discussing the problem with 
the remaining members of the colony, 
decided that, come next spring, they 
would forego the communistic way of 
life and try another plan—that each 
was to have what he himself pro- 
duced! Came next spring and not only 
were the fathers in the fields, but 
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the mothers and the children were 
there also. 

It was the adoption of this private 
property practice, the acceptance that 
each had a right to the fruits of his 
own labor, the approval of “to each 
according to his merit,” that began 
the American Way of Life, that in- 
itiated an era of progress and pros- 
perity. 

Sooner or later, such a way of life 
was certain to have its influence on 
the political institutions. The Decla- 
ration of Independence, the Constitu- 
tion and the Bill of Rights were na- 
tural outgrowths of a freedom to act 
creatively as one chooses. 


The Real American Revolution 


This was the real American Revo- 
lution—not Valley Forge, Yorktown, 
and other military conflicts. The 
American Revolution was a _ revolu- 
tionary idea! It was a revolt from 
the Old World form of a sovereign 
state and a subject people to the New 
World pattern of a sovereign people 
and a servant state. These American 
political instruments were not aimed 
as prohibitions against the people; 
they were limitations on government, 
and unprecedentedly successful limi- 
tations. Government was limited to 
inhibiting and penalizing the destruc- 
tive actions of men, of doing for 
everyone equally that which each had 
a moral right to do for himself, of 
invoking a common justice.* 

What were the effects of thus limit- 
ing government? First, there wasn’t 
a citizen who turned to government 
for succor. Government had nothing 
to dispense nor did it have the power 
to take from some and give to others. 
Under these circumstances the citi- 
zens assumed the responsibility for 
their own welfare. This made for a 
self-reliant people. Second, with gov- 
ernment limited to inhibiting destruc- 
tive actions and with no control over 
creative actions, the creative energies 
of the people were freed, released. 
The combination of self-reliance and 
the freeing of creative human energy 
seems to have had a major part in the 
phenomenon we refer to as the Miracle 
of America. 

However, something happened to 
this wonderful pattern. Government 
is nothing more or less than individu- 
als organized into a compulsive ap- 
paratus, individuals who are no more 





*Slavery was one of several exceptions to the 
American principle. 
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immune to affluence and power over 
others than are the rest of us. These 
individuals, having a monopoly of 
force at their command, soon dis- 
covered that they could intrude into 
the creative activities and the pro- 
ductive enterprises that the citizens 
had reserved for themselves. They also 
found out that they could, by the use 
of force, collect the wherewithal to 
make up the deficits their operations 
incurred. 

I would like to suggest that the 
extent to which government in Amer- 
ica has departed from its negative 
function of inhibiting destructive 
actions and has entered into the con- 
trol of creative actions, to that ex- 
tent has socialism or communism 
grown in our homeland; to that ex- 
tent have private property, free mar- 
ket, limited government concepts and 
practices been destroyed. 

Can we be at all precise in measur- 
ing the growth of socialism and the 
consequent loss of freedom? Not too 
precise, but we can get an idea of 
the trend by measuring the loss in 
freedom of choice the average citizen 
has experienced over the years with 
his income dollar. 


Taxes on Earned Income 


A little more than a century ago 
the average citizen had a 95-98 per 
cent freedom of choice with each in- 
come dollar. That was because the 
take of government—federal, state, 
and local—was 2-5 per cent of all 
earned income. But, as government 
departed from its limited position 
and entered into enterprise after 
enterprise, and as it assumed more 
and more the responsibility for the 
welfare of the citizens, the take of 
all earned income, percentagewise, in- 
creased. Today, the take is about 
33 per cent. 

Some persons who dislike facing 
up to problems contend that this is 
not too serious, that, on the average, 
the citizen still has a 67 per cent 
freedom of choice with his income 
dollar, that that’s not bad. Such per- 
sons, however, fail to realize what ex- 
perience reveals—the tendency toward 
inflation—increases in the volume of 
money—as the government’s take of 
earned income grows larger. This in- 
crease in volume of money results in 
a lowering of the money’s value and 
prices rise correspondingly. 

Government in America has rather 
rapidly increased its take of earned 
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income. Have we increased money 
volume? Yes, about 700 per cent since 
we began deficit financing and the 
monetization of debt. What has hap- 
pened and is happening to dollar value 
and to the price level needs no more 
comment than the fact that our dollar 
has lost 27 per cent of its purchasing 
value in the last 10 years. 

To assess the fiscal consequences 
of government run riot, it is useful 
to take a look at France, which, in 
numerous economic respects, resem- 
bles the U.S.A. In 1914 France began 
a program of governmental expansion, 
of the government assuming the re- 
sponsibility for the welfare of its 
citizens. It is clear that these gov- 
ernmental welfare and economic di- 
rection and control programs are more 
and more financed by inflating the 
money. The people too often demand 
this head-in-the-sand means of escap- 
ing the penalty of their errors. What, 
in the brief span of 43 years, has 
happened to the value of the franc? 
It has lost more than 99% per cent 
of its purchasing value! 

And, what has happened to the price 
level? I recall having a dinner in 
Paris in World War I days. The price 
was five francs, the equivalent of a 
1918 dollar. My next visit to Paris 
was in 1947. I took a friend to lunch- 
eon. The check was for 3,400 francs. 
Two of us went to the same restau- 
rant two years later and the check 
was for 4,100 francs. 


Effect of Applied Socialism 


Visualize with me, please, a young 
Frenchman in 1914. He was 22 years 
of age, forethoughtful, concerned 
about 1957 when he would reach re- 
tirement. So, to protect himself, he 
purchased a paid-up annuity, one that 
would return him 1,000 francs per 
month beginning January, 1957. In 
1914 he could have lived adequately 
on such an income. But, today, that 
1,000 francs wouldn’t purchase more 
than a very poor meal—one very poor 
meal in a whole month! Careful exam- 
ination will reveal that the reason for 
this starvation conclusion is precisely 
the same reason that caused members 
of the Pilgrim Colony to starve: ap- 
plied socialism! 

Should you care to test the histor- 
ical validity of the above cause and 
effect sequences, I would refer you 
to some of the countries that we re- 
gard as being in socialistic and finan- 
cial difficulties. As short a time as 
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28 years ago, the take of earned in- 
come by government in Russia was 
29 per cent. At that time in Germany, 
it was 22 per cent; in France and 
England, it was 21 per cent. I repeat, 
we are now at 33 per cent and there 
isn’t a single bulwark against greater 
and greater takes except unreliable 
and unpredictable political expediency. 

What can we do about this menac- 
ing situation? 


Must Know Basis of Problem 


The first necessity is a clear under- 
standing of the type of unwisdom that 
grows so rapidly. What is the cell in 
the body politic that has such a ¢ca- 
pacity for inordinate growth; that 
gives rise to the social cancer? We 
aren’t likely to solve any problem 
until we know from where the trouble 
stems. 

This cell can be isolated and defined. 
It is in the form of a belief, a rapidly 
growing belief. It is a belief in the 
use of an organized police force—gov- 
ernment—as the means of controlling 
and forcibly directing the creative 
activities of the citizens within our 
society. Think of the distinction be- 
tween this use of force and the use 
of force limited to the inhibition of 
destructive actions. 

Government housing will illustrate 
the point as well as TVA or any other 
of numberless socialistic ventures. 


To Each His Own 


I. can remember the time when and 
if we wanted a house or housing, we 
relied on private enterprise. First, we 
relied on the person who wanted a 


- house. Second, we relied on the one 


who wanted to construct it. Third, we 
relied on the one who wanted to loan 
the money for the tools, the labor 
and the material to build it. Under 
this system we built more square feet 
of housing per person than ever ex- 
isted in any place on earth. Yet, in 
spite of this remarkable accomplish- 
ment, more and more persons are 
currently believing that the only way 
we can have adequate housing is to 
use the agency of force—government 
—to take the earnings from some 
and give these earnings, in the form 
of housing, to others. In short, we 
have here again the belief in and the 
application of the Marxian ideal— 
“from each according to his ability, 
to each according to his need’”’—by 
force. 


EDISON ELECTRIC INSTITUTE BULLETIN 


There is not a segment of the whole 
economy left untouched by this Marx- 
ian practice, for it is in the economic 
bloodstream, the medium of exchange. 

Now, as this belief in the use of 
force increases, the belief in free men 
acting privately, competitively, volun- 
tarily, cooperatively, decreases. As the 
belief in compulsion rises, the belief 
in freedom falls. Isn’t this axiomatic? 

The solution to this problem, then, 
must take a positive form: namely, 
the restoration of a faith in free men. 
This is much easier to admonish than 
it is to accomplish. 

Let me give you examples of how 
faith in free men is lost. If I were 
to ask the citizens here in Chicago, 
“Should the government deliver the 
mails?”, most of them would reply, 
“Certainly!” Why this certainty? The 
answer seems clear. Our government 
has had a monopoly of this particular, 
productive activity for so many dec- 
ades, has preempted it for so long, 
that all entrepreneurs have given up 
any thought as to how it might be 
conducted as a private enterprise. 
They don’t even speculate on it as a 
possible opportunity. 


If Milk, Why Not Mail? 


Recently, I asked myself several 
questions: Don’t we deliver more 
pounds of milk every day than mail? 
Isn’t milk more perishable than a 
love letter or a catalogue? Isn’t milk 
delivered more promptly, more effi- 
ciently, more cheaply than mail? Why 
couldn’t private enterprise deliver the 
mail? We deliver freight. That’s heav- 
ier. But, no, we have lost faith in 
ourselves as free men to undertake 
this simple task. Men who get coal 
out of the ground in Pennsylvania, 
transport it to New York, convert its 
energy into an invisible power that 
flows through wires to heat my ovens, 
light my home, wash my dishes, sweep 
my floors, shave my whiskers, cool my 
food, wash and dry my clothes, warm 
my bed, and perform numberless 
other miracles; men who build winged 
things that can convey more than 100 
individuals from Seattle to Baltimore 
in less than four hours; these men— 
most of them—have lost faith in 
themselves to deliver a letter! This is 
no less a fact than it is an absurdity. 

Now, for a hypothetical example: 
Imagine that the Federal government 
had, 180 years ago, decreed that all 
children should receive, for free, 
shoes and stockings from the time of 
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their birth until adulthood; that this 
practice had been going on since the 
very beginning of our political estab- 
lishment. Next, imagine someone to- 
day questioning this practice, insist- 
ing that shoes and stockings should 
be a family, not a government, re- 
sponsibility. Do you know how most 
persons would respond to such 
“heresy”? They would say, “But, you 
would let the poor children go un- 
shod!” However, in this imagined 
example, where we haven’t invoked 
the use of government force as yet, 
we can observe that children, rich and 
poor alike, are better shod here where 
the responsibility is on the family 
than in countries where the respon- 
sibility for welfare is entirely gov- 
ernmental. 


A Depressing Possibility 


Or consider this depressing but not 
too unlikely possibility: In the year 
2,000 A.D., only 43 years hence, the 
power and light industry may have 
been nationalized or “municipalized” 
—in any event, socialized—for more 
than a decade. Then, let any one of 
us suggest that power and light ought 
to be a private enterprise activity. 
I can assure you that the suggestion 
would be received with the same de- 
gree of popularity as it would if it 
were made in Moscow today. Amer- 
ican men, in these circumstances, 
would have lost faith in themselves, 
acting freely, to produce and dis- 
tribute electrical energy. 


Faith in Free Men 


Would you like to know what my 
faith is in free men? It can be stated 
in one simple sentence: I actually be- 
lieve that you—and I don’t care who 
you are—can control your creative ac- 
tions better than I can control your 
creative actions. Reflection will re- 
veal this to be a most radical view, so 
radical that few persons share it. 
This, it seems to me, is the kind of 
a faith that must be renewed where 
it has been lost and discovered where 
it is unknown, if the belief in force 
as a means of inducing creative ac- 
tion is to halt and then recede. The 
building of this faith is the essence 
of making the case for private prop- 
erty. 

But you who are in the power and 
light industry must not remain idle 
except when socialism is dimming 
your own lights. Socialized housing 
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or farming or medicine or whatever 
requires the same alertness on your 
part as does socialized light and 
power. Would you be any less alarmed 
if your physician reported that you 
had cancer of the large intestine in- 
stead of the brain? Well, the belief 
in force as a means of creative ac- 
complishment is of the same order. It 
matters not where the belief manifests 
itself; all else in the body politic is 
threatened thereby. You cannot, for 
instance, admit the propriety of price 
supports to farmers or government 
housing or government loans to for- 
eign countries or government delivery 
of the mails or subsidized navigation 
aiming at lower priced coal without 
making the case for government light 
and power. Involved, when admitting 
the expediency of socialism in any 
creative activity, is the radiation of 
the same evil principle that nearly de- 
stroyed the Plymouth Colony. 


No One Is a Consistent Socialist 


It is as necessary that you stand 
for private property principles for all 
productive enterprises and for all 
creative activities as you do for your 
own industry. The exception-maker is 
socialism’s only ally. For there isn’t 
a@ sane man on the face of the earth 
who is a consistent Socialist, who be- 
lieves 100 per cent in coercion as a 
means of creative accomplishment. 
Marx, Lenin, Stalin were but glaring 
examples of exception makers. 

They differed from American ex- 
ception-makers not in kind but only 
in degree. 


Solidarity Recommended 


It ought to be clear how woefully 
ineffective ali of us are who come to 
life only when our own ox is being 
gored. But imagine the effectiveness 
of the medics and others coming to 
the aid of the power and light in- 
dustry when “public ownership” cam- 
paigns are on the rampage! And, 
equally, how effective you would be 
when making the private property 
case for others! Thinking of each 
industry and of each profession as a 
minority, I am reminded of this wise 
advice: 

“If these minority groups would 
save their own skins and their own 
souls, they would first fight for the 
rights of all men; second, for the 
rights of others than their own; 
and last, if at all, for their own.” 
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As for methods for developing a 
body of private property, free mar- 
ket, limited government understand- 
ing, the most popular method is re- 
ferred to as “selling the masses,” or, 
“selling the man in the street.” We 
have been admonished so often to 
“sell the man in the street” that re- 
cently, figuratively speaking, I rushed 
into the street to see what kind of 
an educational chore it would be to 
educate the man in the street. Whom 
do you think I found in the street? 
None other than myself! 

This “selling the masses” approach 
is founded on the unsupportable no- 
tion that you or I can, if we have 
money enough and adequate broad- 
casting facilities, reform someone 
else. The shallowness of this popular 
fallacy can best be exposed by pre- 
senting what I, at least, believe to 
be the right method. 

Widening an understanding of pri- 
vate property and related institutions 
does involve influencing other persons, 
but we need to reflect on the nature 
of influence lest we do more damage 
than good. 


Another Approach 


There is, for instance, influencing 
others to buy soap, autos, watches, 
corn flakes, Revlon products—things 
that satisfy desires of the flesh. This, 
however, requires a far different ap- 
proach than the influence which has 
to do with the communication of ideas, 
ideas being accomplishments of the 
intellect. 

Confining my observations to the 
communication of ideas, it seems that 
this type of influence divided into two 
parts—the rational and the non- 
rational. The nonrational type is use- 
ful for our adversaries, those who 
would destroy a free society. Slogans 
are of this type. The slogan, “Kill 
All the Jews,” was most influential 
in getting millions of Germans to 
follow a madman. Clever clichés 
qualify as nonrational. Such clichés 
as, “Human rights are above property 
rights,” or; “What would you do, let 
them starve?” have effectively in- 
fluenced Americans to elevate char- 
latans to important public offices. My 
best example of a nonrational device 
is the man with a Messianic voice, 
one who can stand before a crowd of 
a hundred thousand people and whip 
the crowd into a maniacal frenzy. 
This frenzied mob can be ever so in- 


June, 1957 


fluential in maiming, killing, destroy- 
ing. But can you imagine the frenzied 
crowd inventing, discovering, creat- 
ing? What I am trying to suggest is 
that our work must not be in the 
nonrational, destructive area, but 
rather in the rational, creative area. 
By this I mean the advancement of 
understanding. 

Of what? Of our own philosophy! 


‘So Little Stands Against Socialism’ 


There are many causes for social- 
ism’s growth, but one cause is in 
crystal clear outline, a cause with an 
attainable solution. It is this: So 
little stands against socialism! In 
short, there are very few among all 
the millions in America who are 
skilled, accomplished expositors, ex- 
plainers, interpreters of the private 
property, free market, limited govern- 
ment philosophy. Oh, yes, there are 
many who despise socialism, who 
damn communism, who resent present 
trends, but how few there are who can 
attractively and persuasively make 
the case for our own concepts! A 
convincing way to grasp the import 
of this deplorable situation is to ex- 
amine your own personal acquain- 
tances. How many in all the hundreds 
each of you knows qualify not in my, 
but in your own, .estimation? Few, 
I’ll wager! 

The solution to this problem, then, 
must be the advancement of an under- 
standing of our own philosophy. It’s 
a learning problem. Now, the learn- 
ing process presupposes two condi- 
tions: 

1. A person who has the desire 
to learn a given subject. (No person 
can ever know how to make the case 
for private property unless he has 
the desire to learn how to do it.) 

2. A source from which the learn- 
ing may be drawn. 


Many More Libertarians Needed 


It follows from this reasoning that 
we need many thousands—tens of 
thousands—who have a desire to learn 
libertarian ideas and ideals. What is 
it, then, that can create this needed, 
widespread desire? It is the second 
part of the above equation, a source 
from which the learning may be 
drawn. 

Let me illustrate: Until recently 
there was no widespread desire to 
understand nuclear fission. But the 
moment someone discovered how to 
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release atomic energy, the moment 
this knowledge existed in the mind of 
an individual and was communicated, 
that moment witnessed a desire to 
learn about it on the part of thou- 
sands of others, others who had an 
aptitude for the subject. It was the 
source of the understanding that 
created the desire to learn. 

It seems, therefore, that we are 
confronted with the problem of de- 
veloping sources of private property 
understanding. Now, the technique 
for developing sources of understand- 
ing is vastly different from the “sell- 
ing the masses” approach. Let me 
illustrate this important distinction: 

I belong to a golf club composed of 
250 dubs among whom I am a dis- 
tinguished incompetent. Let’s assume 
that my object in this golf analogy 
is to get all of the members of St. 
Andrew’s to become scratch golfers. 
Suppose I try the “selling the masses” 
technique—admonishing, exhorting 
my colleagues to play scratch golf; 
I, the dub, doing this. Such behavior 
on my part, I submit, would be repel- 
lent and, if I persisted in it, my 
resignation would soon be suggested. 


Try Development-of-Self Method 


Now, let’s try solving the problem 
of increasing the number of scratch 
golfers the other way around, the way 
I insist we must approach the problem 
of increasing private property under- 
standing. First, let me try desper- 
ately to become a scratch golfer my- 
self. Next, make the assumption that 
I succeed. This attainment, I submit, 
would be attractive. All of my friends 
would come to me and say, in effect, 
“Read, won’t you please teach me?” 
In short, this development-of-self or 
improvement-of-source method is the 
only way I have of improving the golf 
of others and I contend that this same 
method is the only way either you or 
I have of improving the private prop- 
erty understanding of others. 

I wish I could claim credit for the 
following verse: 

“And so I hold it is not treason 

To advance a simple reason 

For the sorry lack of progress we 

decry. 

It is this: Instead of working 

On himself, each man is shirking 

And trying to reform some other 

guy.” 

The twin institutions of private 
property and the free market— 
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neither is possible without the other 
—compose the kingdom of the Golden 
Rule on earth. This is but another 
way of saying that when each is per- 
mitted the fruits of his own labor, 
is free to participate with all others 
in willing exchange, and is protected 
against unwilling exchange, that then 
and only then are we not doing to 
others that which we would not have 
them do unto us. 


Ideals Toward Which to Strive 


We must, moreover, fully appreciate 
that these institutions have only been 
approached; that they are by no 
means easily attainable realities, but, 
instead, are ideals toward which to 
aim and strive; that they can be 
supported with the same zeal and 
pride as can the virtues of justice and 
integrity. And we must confess to 
ourselves that our inabilities to under- 
stand and to explain them, attrac- 
tively and persuasively, are short- 
comings in the most fundamental 
aspects of business management and 
entrepreneurship. 

Of greatest importance is a real- 
ization of who is to blame for these 
shortcomings. It is improper for me 
to lay the blame on someone else. So 
far as I am concerned, the blame is 
mine. So far as this audience is con- 
cerned, it is appropriate for each of 
you to examine the potentially skilled 
libertarian sitting in your seat. 

Our philosophy will prevail only 
when it has thousands of sources, 
individual wellsprings from numerous 
walks of life, persons who qualify as 
teachers. Teachers, however, are never 
self-designated. The dub golfer or the 
would-be chef may try to bend others 
to his arts, but, unless they regard 
his accomplishments as superior to 
their own, they will pay no heed to 
his counsel. They, not he, decide who 
their teachers will be. Others select 
their teachers precisely as you and I 
choose ours: We sit at the feet only 
of those who in our judgments have 
something to give. In short, it is the 
person with the receiving set who 
does the tuning in, not the broad- 
caster. The broadcaster is constantly 
faced with the problem of his own 
perfection, that is, if he would be 
“tuned in.” 

It is not enough for us to be against 
so-called public ownership. Nor is 
it enough to be for private ownership. 
The right to control the fruits of 
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one’s own labor, without which 
neither private property nor liberty 
can exist, depends on nothing short of 
eloquence—the skillful articulation of 
the ideas and ideals on which this 
right rests. 

I am not contending that everyone 
can become a great master of private 
enterprise exposition. I am arguing 
that every last one of us can and 
should make the effort, not half- 
heartedly, not as an off-hour exercise, 
but as an integral part of our every 
word and deed. Nothing less is at 
stake than the fulfillment of our 
personal obligations as business stew- 
ards, the existence of productive en- 
terprises and the open door to oppor- 
tunity for all, now and as far into 
the future as we can see. 

And, finally, let us not be so busy 
building our skyscrapers higher and 
higher that we can find no time to 
examine their foundations. 

May the historians a millennium 
hence, when reflecting on this era, be 
inspired to observe: Men, bearing 
heavy and grave responsibilities, all 
of a sudden became acutely conscious 
of their society’s mad rush into politi- 
cal giantism. Instead of trying to re- 
form others they perfected their own 
understanding and their skills of ex- 
position to the point that great 
numbers sought their counsel and 
heeded their words. They became 
leaders by becoming intellectually and 
spiritually attractive and thus they 
replaced the pseudo-leaders whose 
only tool had been might. Later 
generations, appreciating the fact 
that they had come to the aid of their 
country in the nick of time, referred 
to them in such approving terms as, 
“The good builders,” and, “The prac- 
tical men of the Twentieth Century.” 
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State Regulation and Private Enterprise 


By Hon. H. Lester Hooker 


Commissioner, Virginia State Corporation Commission 


An address before the 25th Annual Convention of the Edison Electric Institute, 


AM glad that I have this oppor- 

tunity to discuss subjects which 

I strongly favor and which, in 
my opinion, are so important to the 
best public interest—State Regula- 
tion and Private Enterprise. 

It appears that it would be well 
to tell briefly something of the setup 
and duties of the Virginia Commis- 
sion. The State Corporation Com- 
mission of Virginia is a constitu- 
tional agency, having been created 
by the 1901-02 Constitution. The 
authority for its creation and its 
duties and powers are set forth in 
the Constitution of Virginia, and in 
many statutory provisions. The Gen- 
eral Assembly of Virginia at almost 
each session adds some additional 
duties. The more important matters 
coming under our control and super- 
vision are: all transportation com- 
panies, railroad, motor vehicle, avia- 
tion, all telephone and telegraph 
companies, the issuance of securities 
of public utilities, transactions of 
affiliated interests, licenses of hydro- 
electric power developments, acquisi- 
tion or disposition of utility proper- 
ties or assets, granting of certificates 
of public convenience and necessity, 
jurisdiction over REA cooperatives 
in the same manner and to the same 
extent as other utilities in Virginia, 
rationing of utility services in cases 
of emergency (such as strikes, acci- 
dents, want of coal, etc.), and acting 
as agent for the Governor in taking 
over and operating utilities as a re- 
sult of labor disputes. 

Our jurisdiction also includes 
banks, building and loan associa- 
tions, small loan companies, insur- 
ance companies, issuance of securi- 
ties under the “Blue Sky” law, 
issuance of charters of incorporation 
to all corporations doing business in 
Virginia, all taxation of public ser- 
vice corporations, and other less im- 
portant matters. 

In connection with the Virginia 
Commission being the constitutional 
authority through which the State 
exercises its governmental powers 
for the regulation and control of 
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public service corporations, it might 
be well to point out that the Com- 
mission has been clothed with legis- 
lative, judicial and executive powers, 
and has the power of a court of rec- 
ord of matters under its jurisdiction. 

Looking back over my experience 
of more than 30 years in the field 
of regulation, especially as to public 
utilities, I am convinced that it is 
very important to keep one central 
theme in mind. That theme is sim- 
ply this: It is necessary for regula- 
tory commissions to take a balanced 
view looking toward stimulation of 
utility expansion rather than only 
the cost of service to the public. 


Interest Linked 

Moreover, and here is the point 
where regulation can easily go 
astray, we must not lose sight of the 
fact that the fulfillment of our obli- 
gation to the public can be achieved 
only when the utility is in a con- 
sistently sound financial position. 
The interest of the consumer is in- 
escapably linked to the condition of 
the utility. 

Under State regulation, private in- 
dustry has had a major part in the 
amazing expansion of utilities since 
the end of World War II, and some 
parts of it have grown much faster 
than the average; for example, 145 
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per cent growth in the electric in- 
dustry’s kwhr compared with 85 per 
cent growth in gross national prod- 
uct. In the telephone industry, 3,400,- 
000 telephones were added during 
1955 (nearly half again as many 
as in 1954) so that at the beginning 
of 1956, over 56,000,000 telephones 
were in service. 


The utility industry has raised 
about 25 billion dollars of new capi- 
tal, nearly one-half of the capital 
raised publicly by corporations of 
the United States in this period. This 
has been an outstanding job, yet the 
almost overpowering demands of the 
American economy for utility ser- 
vice continues. However, only the 
financially strong company can se- 
cure the money to adequately meet 
these heavy and exacting public de- 
mands. One of the important re- 
sponsibilities of a regulatory com- 
mission, it seems to me, is to realize 
that regulatory commissions, as well 
as utilities, must have a long-range 
plan. We are woefully mistaken if 
we get the idea that regulation be- 
gins and ends by whittling down the 
rates which a utility should be per- 
mitted to charge. Only a healthy 
utility can develop new service, ex- 
pand its business, and get the capi- 
tal to properly extend the service 
that is required to adequately meet 
the reasonable needs of the public. 

The commission that fails to per- 
mit a utility to continuously earn a 
reasonable and fair return is not, in 
my opinion, properly protecting those 
who use and depend on regulation 
to see that they receive efficient and 
dependable service. 

Utilities cannot be required to 
serve the public without just and 
reasonable compensation. To do so 
amounts to the taking of private 
property for public use without just 
compensation or without due process 
of law. This is the legal safeguard 
for the protection of utilities which 
might, if not so protected, fall prey 
to some who for personal or politi- 
cal gain might disregard the utility’s 
investment. 
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It is seen that the right of the 
State to regulate public utilities or 
public service corporations whose 
business is monopolistic, affected 
with a public interest, is based on 
the general police power of the State, 
but the exercise of such power must 
be reasonable and avoid a taking of 
private property for public use with- 
out just compensation. These funda- 
mental principles are necessary es- 
sentials in the plan of utility regu- 
lation. 

The impartial student of regula- 
tion is struck by the fact that only in 
the United States are the public 
utilities so much under the control 
and operation of private ownership, 
which is a strong indication that 
State regulation of privately owned 
and operated public utilities has suc- 
ceeded so satisfactorily in the pub- 
lic’s mind that the continuation of 
the privately owned and operated 
utility under State regulation is in 
the best interest of the public. 


Our System Works Well 

Judged by actual performance, it 
must be admitted that the over-all 
results of our system have served 
the public remarkably well. This ex- 
cellent record has not been due en- 
tirely to regulation. It is the mani- 
festation of the success of the free 
enterprise system. 

There is no more important gov- 
ernmental and economic problem 
confronting the American people 
than the preservation of the rights 
of the states to regulate and control 
their own internal affairs. 

The American people must assume 
a renewed and energetic role in the 
affairs of government if these rights, 
so important to the American way of 
life, are to be preserved. The rights 
of the states and the freedom of 
private enterprise are inescapably 
interwoven. The infringement of 
Federal power over state authority 
inevitably weakens States Rights, ad- 
versely affecting private enterprise, 
the very industry upon which this 
country has grown great. 

Private enterprise under State reg- 
ulation has been so successful that 
this country has become the indus- 
trial envy of the world. Private en- 
terprise, saddled with Federal bur- 
dens of red tape and restrictions, is 
greatly handicapped in the achieve- 
ment of its affairs. You who may 
have been so unfortunate as to have 
had to deal with this red tape know 
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what a headache it is. A headache 
that neither aspirin nor “Bufferin” 
will relieve. It behooves you and 
every citizen to take an intelligent 
look at what is going on and what 
appears to be contemplated in Na- 
tional affairs. 

We know it has been called New 
Deal, Fair Deal, and now Moderniza- 
tion, a so-called middle-of-the-road 
position for the administration of 
our rights and liberties. These at- 
tractive names do not change the 
facts. The facts are that the present 
trend is no different from what the 
trend has been for the past twenty 
years and more. It has not been 
changed under the present adminis- 
tration. Budgets get bigger and 
bigger and our obligations become 
more alarming al] the time—looking 
for new places to spend the taxpay- 
ers’ money. 

This trend will not stop until the 
full rights of the States have been 
restored and private enterprise given 
its full freedom and rightful place 
in the economic life of our country, 
unshackled by Federal interference. 

I am a firm believer in complete 
regulation of the electric light and 
power industry, and I am just as 
strongly opposed to government own- 
ership or operation, whether State 
or Federal. Under the present sys- 
tem of regulation the public is fully 
protected as to the rates which these 
companies are charging, and the his- 
tory of the industry is the best evi- 
dence of the efficiency of service 
under private management, publicly 
regulated. This. is quite different 
from government ownership which 
is not regulated by any impartial 
agency. 


An Unfair Comparison 

Those who claim that the compari- 
son of such operations is a fair and 
reasonable yardstick, in my opinion, 
have a strange and peculiar quirk of 
fairness. Such opinions give me a 
depreciated value of their views, and 
might well lead to a devaluation of 
their sincerity. _. 

Let’s take a brief look at the prog- 
ress of private enterprise under 
State regulation. As we look over 
the past we can truly say that the 
age in which we live represents the 
most marvelous period of progress 
and development of the human race. 
It is difficult for men still living to 
recognize the world as the same 
place in which they spent their early 
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manhood when the telephone, radio, 
telegraph, television, electricity, mo- 
tor vehicle and airborne transporta- 
tion were unknown. 

The development of public utilities 
such as those of transportation, light 
and power, communications by tele- 
phone and telegraph, radio and tele- 
vision has not only been most sig- 
nificant, but it has been a most im- 
portant factor in the growth and 
material progress of this nation. 


Industry’s Contributions 

No industry has contributed more 
to the alleviation of toil, to the in- 
crease of commercial activity and 
productiveness, and improved the 
standard of living, than has elec- 
tricity. One of the greatest factors 
in the rapid changes which have 
taken place within the recent past is 
attributable to the electric light and 
power business. 

I am satisfied that private owner- 
ship and operation under proper 
public regulation is the best system 
for conducting the business of pub- 
lic utilities, in order that the public 
may receive the best over-all bene- 
fit. This method encourages to the 
fullest extent businesslike operation 
of utilities. 

Private ownership and operation 
conducted under reasonable regula- 
tion having due regard of the fact 
that the industry is of a dual nature 
—private, so far as the stockholders 
are concerned, and public, so far as 
the public is concerned—have made 
America preeminent in the field of 
public utility service. A learned jur- 
ist has said that, “It has been found 
better to let the natural laws of 
economy and society prevail and to 
leave ownership and operation of 
public utilities under proper regula- 
tion, in the hands of men whose lives 
have been spent in the operation of 
these utilities, and whose education 
and long practice have made them 
expert in this highly specialized 
business.” 

The encroachment of the Federal 
government upon the reserved police 
power of the States has not just be- 
gun. It began many years ago. For- 
mer President Coolidge, in a speech 
during his administration delivered 
at William and Mary College, cau- 
tioned the country against the per- 
ilous enlargement of federal activity 
in state affairs, the trend toward 
centralization of power at the na- 
tional capital, and made an appeal 
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to the conscience and judgment of 
the country for a more jealous re- 
gard for the fast fading doctrine of 
States Rights. It is seen that former 
President Coolidge so aptly sensed 
the situation that was at that time 
beginning to creep into our Ameri- 
can way of life. Unfortunately, at 
that time, there was an attitude of 
indifference on the part of people 
toward the invasion of the rights of 
the States. 

I think it can be said, without 
being successfully attacked, that no 
surrender of the police power or re- 
served rights of the States has 
worked beneficially to our system of 
private enterprise. I have at all 
times stood steadfastly opposed to 
any overlapping of federal jurisdic- 
tion over any right of the states’ au- 
thority. 


Limits of Federal Jurisdiction 

It has been my consistent view 
that Federal jurisdiction should be- 
gin where state jurisdiction ends. 
For more than 20 years I have ap- 
peared before some Congressional 
committee in opposition to any pro- 
posed legislation that would dupli- 
cate or encroach upon state jurisdic- 
tion. The so-called Holding Company 
Act in 1935, in my opinion, was orig- 
inally proposed with the intention 
to leave to the States a mere skeleton 
of authority over electric utilities. 
If it had not been for amendments 
that were adopted, State control of 
electric utilities would have been 
emasculated, and the electric power 
industry would now be predomi- 
nantly under Federal control, and 
the private electric industry would 
have been greatly handicapped in 
any plan it might have had for sub- 
stantial development of its business, 
and public power would have been 
in a most favorable position to 
spread its wings over our national 
economy in all of its imaginary pub- 
lic beneficence. 

Section 6 of the Federal Power 
Act contains the limitation that 
licenses “shall be issued for a period 
not exceeding 50 years. Each such 
license shall be conditioned upon an 
acceptance by the licensee of all of 
the terms and conditions of this Act 
and such further conditions as the 
Commission shall prescribe in con- 
formity with this Act, which said 
terms and conditions and the accep- 
tance thereof shall be expressed in 
said license.” 
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It has never appeared logical or 
sensible to me that private capital 
investing money to develop and sell 
hydroelectric power should be lim- 
ited to 50 years, but that any limita- 
tions imposed should be by reason- 
able and proper regulation to see 
that its business is not conducted in 
a manner that would be detrimental 
to the best interest of the public. 
The constant fear that at the expira- 
tion of 50 years the license might 
not be renewed or extended certainly 
adds to the financial hazards making 
the securing of capital for such 
project, and any expansion that 
might be required, more difficult. 
There does not seem to be any good 
reason for such a limitation. The 
thought behind it must have been, 
at the time of its enactment, that 
possibly there might be a future de- 
mand for government ownership and 
operation and therefore the door 
was left open so that if it appeared 
at the expiration of any such license 
that it was opportune for the gov- 
ernment to step in and take over 
such operation, it would not be nec- 
essary to go back to Congress to se- 
cure such authority. 

We are hearing much these days 
about discrimination because of race 
or color by the Federal government, 
yet there is nothing being said about 
economic discrimination among its 
citizens and localities. TVA fur- 
nishes cheap power to its customers. 
This development by public funds 
has meant much to that section of 
Tennessee served by it. It has been 
the reason, it is claimed, for sub- 
stantial industrial development in 
that area, and for industry located 
in other sections of the country, 
which are contemplating locating 
elsewhere, deciding on this section 
because of this economic advantage. 


Federal Funds for TVA 

Large sums of Federal funds are 
appropriated by Congress almost an- 
nually for maintenance and opera- 
tional needs for the development and 
expansion of TVA. 

The business of private uiilities 
is taxed along with the general public 
to support it. Why shouldn’t it stand 
on its. own bottom just like private 
enterprise has to do? If such develop- 
ment is to be used as a yardstick 
against privately owned and operated 
utilities, in the name of all that is 
fair, just and honest, such a develop- 
ment and operation should be placed 
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on an equal and identical basis in 
every respect. The government should 
never create or assist in promoting 
any preference in favor of any busi- 
ness, nor favor one section of our 
country over the other. 

It is the obligation of private in- 
dustry by its initiative, ingenuity 
and business acumen to serve its 
customers as economically as possi- 
ble, and the Federal government 
should not be a party to any plan 
that would prejudice the public 
against private industry in its sin- 
cere endeavor to serve the public 
needs adequately and at reasonable 
cost. 


Hoover and Knowland Viewpoints 

Former President Hoover, refer- 
ring to electric power as being es- 
sentially a local problem which ought 
to be exclusively under local control, 
said: “There are the most weighty 
reasons against Federal regulation. 
Power is, by necessity, bound to be 
local in its district as to its service, 
its generation and distribution. Local 
acquaintance, local valuation and 
public opinion can operate upon 
power to their fullest extent. Noth- 
ing will produce worse service than 
to attempt to transfer local problems 
to absentee solution at Washington. 
If our democracy will stand at all, it 
must stand upon the local responsi- 
bility. Nothing could be a more 
hideous extension of centralization 
in the Federal government than to 
thus undermine th State Utility 
Commissions and State responsibil- 
ities.” More recently a distinguished 
and well-known public official, Sena- 
tor William H. Knowland, recently 
speaking to the Junior Chamber of 
Commerce in Richmond, said that in 
each of his 12 years in the Senate, 
“I have become a stronger advocate 
of the rights of the States. It is my 
strong belief that this nation of ours 
is too large geographically and too 
complex economically to be either 
effectively or efficiently run by any 
group in Washington. If we ever let 
our economy slip under such controls 
in peacetime, we may not get out 
from under them again in our life- 
time.” 

So let us hope that a sentiment is 
now beginning to crystallize in a 
more determined and serious under- 
standing of the accumulated conse- 
quences of the Federal government’s 
continual expansion of statutory and 

(Continued on page 224) 
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Considerations Regarding the Availability 


of Capital for the Electric Industry 


By Albert H. Gordon 
Partner, Kidder, Peabody & Co. 


An address before the 25th Annual Convention of the Edison Electric Institute, 


AM sure I am the envy of many 

of my fellow investment bankers, 

standing as I am in front of so 
many potential customers. Unlike 
lawyers, we do not have many op- 
portunities to talk. In any event, the 
New Deal quickly taught us the less 
we said, the less we could be mis- 
quoted; and the fewer office memos 
we wrote, the fewer the sinister in- 
terpretations that could be put upon 
them. Probably in those days you 
would not have listened to us anyway, 
for did not one of the chairmen of 
the New Deal SEC tell you that you 
should not seek outside financial ad- 
vice and that you did not need finan- 
cial experts on your staffs because 
the SEC had all the best financial 
brains who would give you all the 
best financial advice? 


Government vs. Investment Bankers 

The one major opportunity we had 
to talk we lost. For nearly four years 
we had to listen to the charges the 
government brought against us in- 
vestment bankers for allegedly mo- 
nopolizing the financial underwriting 
business. If Truman’s Department of 
Justice had asked you, you could 
have told it about our vigorously 
competitive attempts to get your 
business. But that answer would not 
have suited the government. After 
we defended ourselves and after 
our legal bill had reached nearly 
$7,000,000 and just as we were about 
to speak about ourselves for the first 
time in years, Judge Medina dis- 
missed the case for lack of evidence. 

But do not worry that I am going 
to talk further about ourselves other 
than to say that you are an impor- 
tant part of our business life. Every 
week we are underwriting and dis- 
tributing your securities; if you do 
well, so do we; and our retail cus- 
tomers, to whom we sell your securi- 
ties, also do well and will buy more 
stocks from us. I shall endeavor to 
appraise the investors’ opinion ‘of 
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you. For on that opinion depends 
your ability to obtain funds. 

And now to turn to the main 
stream of the subject assigned me— 
the availability of capital for the 
electric industry. Your industry has 


-come of age. The improvement in its 


financial status in the last 20 years 
is graphically illustrated by the sub- 
stantial upgrading of the ratings of 
your bonds. For example, in 1937, 
Moody’s classified 20 per cent of 
your bonds as substandard, and 22 
per cent as Baa; by 1957 all the Ba 
ratings had disappeared and the per- 
centage of Baa bonds had shrunk to 
12% per cent. In other words, 87 per 
cent of your bonds are now rated A 
or better compared with 58 per cent 
in 1957. 

We in the investment business 
have direct knowledge of the excel- 
lence of your industry stockholder- 
wise. We have been benefited by the 
high quality of your performance. 
Though we tell our customers to 
whom we have sold your common 
stocks, that we have done well for 
them, confidentially we admit that 
they should thank you and not us. 

Your excellent record, if contin- 
ued, insures your ability to obtain 
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the additional funds necessary to 
supply the seemingly ever-increasing 
demand for electric energy, provided, 
of course, inflation and the resultant 
continued depreciation of the dollar 
do not inhibit the custom of so many 
Americans to invest in fixed-income 
securities through their selected in- 
vestment channels. 


Let me emphasize that the threat 
of inflation exists today in practi- 
cally all parts of the world. It has 
greatly increased the demand for 
capital in this country as well as 
others, but it has not correspond- 
ingly increased the supply of sav- 
ings. The saver who has seen the 
purchasing power of his dollar de- 
crease 57 per cent since 1939, as 
measured by the Bureau of Labor 
Statistics Index of Wholesale Prices, 
is being discouraged from investing 
in fixed-income securities and many 
potentially thrifty people are not 
saving at all. 


Russian Bond Purchasers 


Speaking of bond purchasers, par- 
don me for mentioning a personal 
incident. Last fall, in a trip with 50 
other businessmen to Russia, I lis- 
tened with interest to the satisfied 
statements of our guides and inter- 
preters about their purchases of 
Soviet bonds. Incidentally, these 
mandatory purchases were paid for 
through check-offs at the rate of 
about one month’s pay for every 12. 
The thoroughly indoctrinated guides 
boasted that this system was a won- 
derful boon for the workers in that 
it provided for their old age. 

What a shock they must have had 
a few weeks ago when Mr. Krush- 
chev in a short ukase, declared inter- 
est on the bonds would be discontin- 
ued. I wonder how the guides will 
explain the bond situation now that 
their dreams of retirement on the 
Black Sea have evaporated. 


While we take satisfaction at the 
liquidation of the Soviet bond mar- 
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ket, we should take heed of our own 
position when we see the bond mar- 
ket deteriorate in countries like En- 
gland and France. 

It is more than happenstance that, 

“though the yields on your newly is- 
sued A bonds today are more than 
1 per cent higher than they were 
on similar newly issued bonds 12 
months ago (from 3.70 per cent to 
4.75 per cent plus), the yields on 
your common stocks, as measured by 
the Dow Jones Utility Common Stock 
Average, have not increased. 

Let us not take it for granted that 
80-year money will always be avail- 
able at some reasonably reasonable 
rate, whatever that is. With at least 
one-half your capital funds being de- 
rived from the issuance of long-term 
debt securities, no one should be 
more interested in the containment 
of inflation than utility managements 
and their stockholders. 

In my opinion, if interest rates are 
allowed to move in response to eco- 
nomic factors, the supply and de- 
mand for funds should balance out. 
But if an attempt is made to recreate 
artificially low interest rates, the in- 
creased inflationary pressures may 
well result in a reappearance of the 
rate of depreciation of the dollar 
which took place during the Roose- 
velt and Truman administrations. 
And that would be bad not only for 
you but for the great majority of 
the people. 

It should be just as obvious to you 
and to the State Regulatory Commis- 
sions as it is to Wall Street that you 
must not fail to maintain your pres- 
ent good standing in the competitive 
money markets if you are to continue 
to obtain funds advantageously. A 
status quo ante cannot be main- 
tained passively as the credit experi- 
ence of the railroads demonstrates. 

Three factors not the least in 
importance of those the investor 
weighs in considering an investment 
in your industry are: the growth and 
development of the business; regula- 
tory attitude; and management in- 
centives. 

I should like to discuss them and 
their impact on your ability to raise 
capital. 


Growth and Development of Business 

Over the past decades, investors 
have been attracted by your ability 
not only to produce the electric en- 
ergy required for a growing popula- 
tion but also to sell greatly increased 
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amounts per capita. The investors 
have been impressed by the fact that 
some of the increased gross has been 
carried through to earnings avail- 
able for dividends. 

They know that the healthy growth 
trend has been stimulated by your 
aggressive promotional and _ sales 
efforts of an ever-increasing num- 
ber of time-and-labor-saving devices 
which the manufacturers have so 
effectively produced and by your 
vigorous promotion of new uses of 
electric energy. The analyst knows 
that as a result of your efficiencies 
and of the economic facts of the in- 
dustry, the consumer is getting more 
for his money. He takes satisfaction 
in the fact that the average price 
paid for each kwhr by domestic con- 
sumers has decreased from 4.67¢ in 
1936 to 2.60¢ in 1956, while the price 
of a package of cigarettes has in- 
creased from 12.5¢ a package to 24¢. 


Cigarettes and Kilowatthours 

The comparison of cigarettes and 
kwhrs is not as nonsensical as it may 
seem, for each of them pay taxes 
of more than $1,500,000,000, and on 
each of them the average American 
family spends annually approxi- 
mately the same amount of money. 

As to the benefits to the stockhold- 
ers from better business, I mean 
from kilowatthours, and not ciga- 
rettes, before any political demagogue 
shouts “giveaway” let me point out 
that although Dow Jones utilities 
averages have advanced 190 per 
cent since 1939, the stockholder has 
gained only 25 per cent in purchas- 
ing power. 

But to return to growth, only in 
recent years has the sophisticated 
investor begun to realize that the 
electric industry is one of our out- 
standing growth industries. Earlier 
one of his fears had been dissipated 
when he had learned from experi- 
ence that the industry was able to 
protect itself from rising costs by 
modest rate increases, including au- 
tomatic operation of fuel clauses in 
some areas, and by improved operat- 
ing efficiency. 

For many years, the chemical in- 
dustry has been regarded as our out- 
standing growth industry. With 1947- 
1949 as a base, its production has 
risen about 70 per cent faster than 
industry as a whole. Some analysts 
estimate that the Federal Reserve 
Board index for the production of 
industrial chemicals will rise at an 
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annual rate of 7 per cent through 
1960. But to the surprise of many, 
the average rate of growth for the 
electric utility industry has been in 
excess of 8 per cent annually and, 
for some of the more rapidly grow- 
ing electric companies, the rate is 
double this amount. 

In my opinion, if the growth of the 
utility business is to be effective 
enough to attract more common stock 
investors, it must be accompanied by 
increased earnings per share of com- 
mon. Since expansion involves risk, 
the common stockholder feels that he 
is entitled to participate to some de- 
gree in the benefits of growth. 

Fortunately, the post-war record 
shows that regulated utilities, even 
with a fixed rate of return, have been 
able to increase their earnings per 
common shares by selling, as they 
have in most cases, new issues of 
stock substantially in excess of the 
book value of the outstanding stocks. 

Now to discuss briefly a subject 
which should be unpopular to the 
unsubsidized taxpayers — subsidized 
power. 

The investor had hoped that the 
subsidized power zealots would run 
out of steam for lack of public inter- 
est because of your great record of 
more service at less cost to the con- 
sumer in spite of ‘the inflation. But 
such has not been the case. The po- 
litical chicanery and outright mis- 
representation involved in the Mem- 
phis steam plant case, the preference 
clause struggle at Niagara and the 
Hells Canyon case clearly indicate 
that the public power partisans have 
no intention of abandoning their 
campaign. 


Politically-Motivated Attack 

It has been shocking to many of us, 
during recent days, to read the biased 
opinions emanating from Washington 
regarding the accelerated amortiza- 
tion certificates granted to Idaho 
Power Co. for the Brownlee and Ox- 
bow hydro plants. The over-all ob- 
jective evidently is to keep the issue 
stirred up on a national scale in the 
hope of political gain and perhaps, in 
some cases, to maintain entrenched 
positions of self-interest. 

In any event, let me say in no un- 
certain terms that the investors are 
convinced that you must not lower 
your guard and that you should 
carry the battle to the enemy by a 
continuous and aggressive program 
of public information and education. 
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In passing, let me tip my hat to 
Kinsey Robinson, Tom Roach and Si 
McMeekin, who have been in the 
forefront in this long struggle. 

Speaking of education, let us hope 
that in the future there will be a 
requirement that subsidized power 
bodies will have to make full dis- 
closures just as you do prior to the 
sale of their securities. Many of us 
believe that such statements would 
make very interesting reading, par- 
ticularly as regards the fees, the in- 
terests, and the prerequisites of the 
promoters. 


Regulation 

Now as to regulation, the factor 
weighed most heavily by sophisti- 
cated investors in their appraisal of 
utility securities and, more particu- 
larly, the common stocks, has been 
for some time and still is the regula- 
tory climate of the State in which 
each company operates. For com- 
panies to attract sufficient capital on 
advantageous terms, it is essential 
for them to secure rates of return 
which will result in market prices 
for their common stocks above their 
book value. 

While a good climate has generally 
prevailed, there have been areas of 
cloudy skies, of low pressure, and 
even of a few hurricanes. For ex- 
ample, punitive, doctrinaire, and/or 
political regulation led nearly to 
financial disaster in part of Florida. 
The results were so alarming that 
a choice had to be made between 
remedial action or curtailment of 
urgently needed expansion. 

Fortunately, justice and the public 
interest prevailed; the State Rail- 
road Commission was given jurisdic- 
tion over the electric utilities, and in 
early rate cases it adopted reason- 
able and constructive policies. Flor- 
ida regulation today is construc- 
tively fair. As a consequence, its 
utilities have acquired the huge sums 
they have needed at relatively ad- 
vantageous rates. 

The analysts of utility securities, 
of whom there are many, keep them- 
selves well informed as to the regu- 
latory climate by studying the sig- 
nificant rate cases. If they are made 
uneasy by the implications of a par- 
ticular decision, they may well: de- 
cide not to recommend further in- 
vestments until the attitude is modi- 
fied. There is no escaping the fact 
that the analysts direct the flow of 
much utility capital. 


EDISON ELECTRIC INSTITUTE BULLETIN 


Let me strongly urge that you in 
management be vigilant in making 
certain that no such conditions ever 
exist in your industry. It is impor- 
tant now, not only that your rates of 
return are not eroded, but also that 
they are adequate in relation to 
present-day money cost. Money costs 
today for bonds and preferred stocks 
are far higher than they were a few 
years ago, and rates appear to be 
headed upward at least as long as 
the business boom and the inflation 
continue. A 5 per cent rate on an A 
bond is now no longer disrespectable, 
and 6 per cent on preferred stocks, 
if it is available, is not considered 
excessive. 

An important essential for the 
maintenance of a fair rate of return 
is a continuous education of the pub- 
lic, of the regulatory commissioners, 
and of commission staff members to 
keep them fully informed as to the 
facts and trends. At this point per- 
mit me to pay tribute to the Irving 
Trust Co. for its achievement in orig- 
inating and carrying on the Irving 
Trust Forum. 

Under the leadership, first, of Tom 
Walker, president of Gulf States 
Utilities Co. before he joined the 
bank, and later, under the direction 
of John Childs, now vice president of 
the bank, the Forum has made a real 
contribution, to the welfare of elec- 
tric consumers, investors and work- 
ers, by bringing together, at regular 
meetings, utility executives, institu- 
tional investors, commercial and in- 
vestment bankers, utility commis- 
sioners, and commission staff per- 
sonnel in order to discuss informally 
problems of regulation and finance. 


Management Incentives 

To the investor, sound growth and 
regulation are not enough. To them 
must be added competent manage- 
ment. Without such management, the 
industry cannot continue to make 
progress, cannot resist as success- 
fully as it has the attacks of the sub- 
sidized power lobby, and cannot take 
full advantage of the tremendous 
technological improvements that the 
electronic and atomic age are making 
practical. 

Your industry has been fortunate 
in the number of high caliber men 
in management positions. In bygone 
days some of those who opposed the 
Public Utility Holding Company Act 
argued that much superior manage- 
ment was supplied to the operating 
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companies from the central head- 
quarters of the holding company and 
that there would be a serious break- 
down in the management chain if 
this link were destroyed. After the 
holding company breakup, this did 
not prove to be the case, for the 
heads of the operating companies 
met the challenge of independence 
successfully. 

Though investors generally believe 
that electric utility management is 
good, some of the more farsighted 
ones are not so certain as to the 
future. They question whether the 
electric utility industry is doing 
enough in competition with other in- 
dustries to obtain, develop and retain 
the services of men of promising 
and/or outstanding ability. 

Let us study the questions: Are 
salaries adequate and does the in- 
dustry offer enough incentives to at- 
tract and hold top managerial per- 
sonnel? 


Utilities Lag Behind 

Statistics indicate that the electric 
industry has not kept pace with 
other industries in the payment of 
executive salaries. Perhaps this is so 
because too many Boards of Direc- 
tors have felt that a regulated indus- 
try should not pay salaries compara- 
ble to those paid in non-regulated 
competitive industry because of pos- 
sible disfavor by the public and the 
commission. This reasoning does not 
impress the sophisticated investor. 

I strongly recommend your consid- 
eration of the National Industrial 
Conference Board Studies in Labor 
Statistics, No. 17, “Compensation of 
Top Executives.” According to it, 
the average annual compensation of 
$67,000 for the top officer in a large 
representative group of utility com- 
panies supplying either electricity or 
electricity and gas is $20,000 lower 
than the average for the twenty- 
eight groups analyzed and is fourth 
from the bottom. 

As one descends the managerial 
line, the relationship becomes slight- 
ly worse for the average salary of 
the number two and number three 
men in the electric utility industry in 
relation to the salary of the average 
top men in the industry is the lowest 
for all but three of the groups 
studied. Perhaps the boards of direc- 
tors have acted on the assumption 
that, because of increasing taxes, 
higher salaries become increasingly 
less effective. But, since salaries of 
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the junior officers are geared to the 
salaries of the senior officers, the 
effect of non-average salaries at 
the top undoubtedly influences all 
salaries. 


Steck Option Plans 
Now how about stock option plans 
for senior and junior officers? The 
policy of the industry towards them 
appears to be almost negative in 
spite of the fact that an increasing 
number of industrial companies are 
adopting such plans. In the invest- 
ors’ opinion, the board of directors 
and the stockholders of these com- 
panies are acting in their own long- 
run self-interest. The results of an 
analysis by the New York Stock Ex- 
change of the stock option plans of 
listed companies are revealing. The 

box score may interest you. 





Electric Industrial 
Companies Companies 
Adopting Plans Adopting Plans 

1947-1951 0 77 
1951-1953 1 123 
1954-1955 3 136 
1956 (first half) 0 68 
“4 404 


If such plans are sound for 404 in- 
dustrial companies and for Kansas 
Power & Light Co., Southwestern 
Public Service Co., Montana Power 
Co., and American & Foreign Power 
Co., perhaps they are advisable for 
others. The board of directors and 
‘the stockholders of the Cleveland 
Electric Illuminating Co. must have 
thought so, for recently. they put into 
effect such a pian. Ninety-six-and- 
one-half per cent of the stockholders 
of the company voting (80 per cent 
voted) at a recent meeting approved 
a plan which provides for the grant- 
ing of ten-year options to managerial 
personnel on 200,000 shares of stock. 
The company, I am told, readily ob- 
tained the approval of the plan from 
the Ohio State Utility Commission. 
In its letter to its stockholders, the 
company wrote: 
“The future progress of the com- 
pany is directly related to its abil- 
ity to secure and retain the ser- 
vices of employees of outstanding 
ability. To do this, the company 
must compete with all other in- 
dustry. 
“In an effort to secure and retain 
such employees, industry has wide- 
ly adopted the practice of granting 
stock options as a supplement to 
compensation. To enable the com- 
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pany to meet this type of competi- 
tion, and to keep its over-all com- 
pensation plan comparable to good 
industry practice, your board of 
directors believes it would be in 
the best interest of the sharehold- 
ers to approve the proposed Em- 
ployee Stock Option Plan for key 
employees.” 

The investor, I am certain, is con- 
vinced that stock option plans are in 
his own self-interest. It should not be 
difficult to convince the regulatory 
commissions of most States that they 
are of benefit to the consumer. 

Increased ownership of the com- 
mon stock of a company by its offi- 
cers and other personnel would re- 
sult from stock option plans. This 
would please the investor, for he be- 
lieves that he is best protected in 
companies in which the directors 
and officers have substantial stock 
interest. 


Recruitment of Managerial Personnel 

Now what is the record of recruit- 
ment of the new engineers who in 
time will be increasingly important 
to you? Yours is such a technical in- 
dustry that you obviously must ob- 
tain each year a number of junior 
engineers to be the managers of 
tomorrow. 

At present the electronic, missile 
and other companies probably are 
offering starting salaries to able 
young engineers considerably in ex- 
cess of those you are offering. If this 
continues, the consequences to your 
industry will be grave. I recommend, 
for your serious consideration, the 
study, “What Electrical Engineering 
Seniors Think About Jobs,” pre- 
pared by representatives of Stanford 
Research Institute, Michigan State 
University and the University of 
Pennsylvania. A questionnaire was 
answered in March 1956 by 3,433 se- 
nior and graduate students in elec- 
trical engineering of 129 colleges. 
The students were asked for their 
opinions about different kinds of 
business and occupations and the 
positions they finally accepted. The 
number of respondents approximate- 
ly equalled 50 per cent of all the 
graduates of electrical engineers in 
1956. 

The most striking conclusion of 
the students was their general belief 
that the financial opportunity in the 
electric utility companies was far 
below that in the electronic and elec- 
trical equipment fields. 
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Another illuminating point devel- 
oped in the survey was the fact that 
the average monthly starting salary 
in the electric utility field was 12th 
in the list and next to the govern- 
ment service which was at the 
bottom. 

We know, as a result of our finan- 
cial business with you, that your in- 
dustry offers a great future for well 
qualified college graduates. The ap- 
parent failure of the students to 
realize that such is the case presents 
you with a challenging opportunity 
to convince them. 

In our business, as in many others, 
the question most frequently asked 
is, “What’s new?” Now to tell you 
anything new is difficult—and by 
that I do not mean to imply you are 
like an ambitious bureaucrat who, 
though he adds 000’s to every equa- 
tion, does not know how to use a 
slide rule to get sound answers. 
There is probably no industry in the 
world which has to prepare so many 
statistics. It has to answer the innu- 
merable questions of the regulatory 
authorities, to attempt to educate the 
Washington inquisitors, to defend it- 
self against the demagogic attacks of 
the public power mongers, not to 
mention the interrogations of our 
own profit-seeking security analysts. 
And all the facts, figures, and opin- 
ions are available to all and sundry 
to bedevil you with and to interpret 
for you. 


Losses on Bond Issues 

One fact is new and tough for us 
to take; the red ink resulting from 
our losses in bidding during the last 
two or three weeks for your new 
bond issues. Our step-by-step retreat 
in the declining bond market has not 
been fast enough. You are not in our 
debt for these losses. In fact, you 
should adversely criticize us for 
them, for they (our losses) will not 
help you obtain higher prices for 
your forthcoming issues. 

The inherent weaknesses of com- 
pulsory competitive bidding for 
bonds are now becoming apparent, 
but the subject is too involved to dis- 
cuss here. As and if bond money be- 
comes increasingly difficult to obtain, 
definite judgment will be given to 
this controversial subject by the rec- 
ord and not by the pundits of the 
SEC and/or the FPC. 

I cannot resist quoting Judge Me- 
dina’s obiter dicta during the course 
of the Anti-Trust trial of the seven- 
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teen investment firms, to which I 
have already alluded, on the origin of 
compulsory competitive bidding: 


“But the fact is that it does seem 
as though there might be some- 
thing in what various lawyers for 
the defendants have urged upon 
me; that some of these people 
made such a nuisance of them- 
selves raising these ructions with 
the various public bodies involved, 
that the only way they felt they 
could get rid of that incessant car- 
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rying on of hearings and attempt 

to decide things that they could 

avoid deciding was to put it in 
competitive bidding.” 

I have not included statistics about 
bond, preferred stock, and common 
stock prices. These figures are read- 
ily available to all of you. It would be 
painful for me to have to discuss 
here, as I have to in the office, the 
downtrend of bond and preferred 
stock prices. To discuss the rising 
common stock prices might bring all 
of us bad luck. 





The Road to Survival 
(Continued from page 181) 


service, such as physics or mathe- 
matics. Lower academic ranks such 
as assistant professors seem to need 
some financial help the most and the 
consulting fee or preferably some- 
thing on a retainer basis need not 
be of outlandish magnitude. The 
services rendered during the aca- 
demic year might be of the type that 
can be carried on by correspondence 
or even telephone calls, supple- 
mented by plant visits several times 
a month. Then work during the sum- 
mer might well be mutually bene- 
ficial to the professor and the com- 
pany. The fee should be paid di- 
rectly to the professor so as not to 
disturb the college salary budget. 

I hope you will not consider me 
presumptuous, impractical, unrealis- 
tic and totally unreasonable in my 
analysis of the situation. This coun- 
try needs engineers now and will 
continue to need them for many 
years to help produce and use the 
electric power required now and in 
the future. This civilization, in or- 
der to survive, needs engineers to 
prevent disintegration from within 
or without. The supply of engineers 
must come from the engineering col- 
leges, the most important component 
of which is not the buildings nor the 
laboratories nor the equipment nor 
the curriculum but the teachers, 
Mark Hopkins on one end of a log 
and a farm boy on the other, as set 
forth in Arthur Guitermann’s poem: 


Mark Hopkins sat on one end of a log 
And a farm boy sat on the other; 
Mark Hopkins came as a pedagogue; 

But taught as an elder brother. 
T don’t care what Mark Hopkins 
taught, 


If his Latin was small, and his 
Greek was naught; 
For that farmer’s boy he thought, 
thought he, 
All through the lecture hour and 
quiz, 
“The kind of man I mean to be 
Is the kind of a man Mark Hopkins 


ig 


Philosophy, languages, medicine, law, 
Are peacock’s feathers to deck the 
daw, 
If the boys who come from your splen- 
did schools 
Are well-trained sharpers or flip- 
pant fools. 
You may boast of your age and your 
ivy walls, 
Your great endowment, your marble 
halls, 
And all your modern features; 
Of your vast curriculum’s scope 
and reach, 
Of the multifarious things you teach, 
But what about your teachers? 


Are they men who will stand in a 
father’s place? 
Who are paid, best paid, by the 
ardent face 
When boyhood gives as boyhood can 
Its faith and love to a fine true man. 
No printed word or spoken plea 
Can teach voung hearts what men 
should be; 
Not all the books on all the shelves 
But what the teachers are them- 
selves. 
For education is making men; 
So is it now, so was it when 
Mark Hopkins sat on one end of a log 
And James Garfield sat on the 
other. 


The road to survival lies before 
us. It is clearly visible and well sup- 
plied with guide posts, caution mark- 
ers, and stop signs, but it also has 
the green light which is on now and 
which tells us that we must keep 
going. 
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Hoover Commission 
Recommendations 


(Continued from page 188) 


electric power plants, and the con- 
sequent embarkation into the utility 
field, the Commission recommended: 
“That the government or its 
agencies cease the building of 
steam plants and provide for the 
equation of their power leads by 
inter-connection with the grids of 
neighboring power systems.” 


Respecting the further building of 
steam plants by the TVA, the Presi- 
dent said :tt 

“I believe that the project for 
building new plants at Federal ex- 
pense—implying a purpose of con- 
tinuing this process indefinitely in 
the future—is therefore wholly in- 
defensible unless it should become 
part of a vast national plan. If 
this is to be national policy, it is 
most certainly a project that de- 
mands earnest and prayerful study. 
In the meantime, the citizens of 
that region will not be deprived of 
the additional power they need for 
the next several years. . 

“TI cannot believe that Americans, 
in general, disapprove of attempt- 
ing to place all regions on a basis 
of equality in this regard. Conse- 
quently, there must either be some 
re-examination of any plans which 
would call for the Federal govern- 
ment to supply all the additional 
power capacity that might be 
needed in the future in the Ten- 
nessee Valley, or logically we would 
have to begin plans for a gigantic 
power development to cover the 
entire nation equitably.” 


What Will Come from Policies? 

What will come from the broad 
policies put forth by the President 
and independently arrived at by the 
bi-partisan Hoover Commission as 
sound long-range policies? It depends 
on whether statesmanship prevails, 
and whether we as vitally interested 
citizens who will have to pay the 
huge bill, will give the kind of sup- 
port that will offset the pressure 
groups, the seekers of handouts, and 
the demagogues, and allow the Con- 
gress to deal with this issue objec- 
tively and in the best interest of all 
the people. 





++ Letter to Representative Sterling Cole—New 
York Times 11-11-54. 








Let’s Face It 


By Harllee Branch, Jr. 
President, The Southern Co. 





An address before the 25th Annual Convention of the Edison Electric Institute, 


ORMER President Herbert 

Hoover, who has lived long 

enough and proved himself wise 
enough to be considered a true elder 
statesman, has observed that: 

“If America is to be run by the 
people, it is the people who must think. 
And we do not need to put on sack- 
cloth and ashes to think. Nor should 
our minds work like a sundial which 
records only sunshine. Our thinking 
must square with some lessons of 
history, some principles of govern- 
ment and morals, if we would preserve 
the rights and dignity of men to 
which this nation is dedicated.” 

I should like today to challenge you 
as responsible American citizens and 
as leaders of a great and useful in- 
dustry to do a bit of thinking of the 
kind suggested by Mr. Hoover—think- 
ing geared to the lessons of history 
and the traditions of our republic; 
and, most of all, thinking which 
frankly and fearlessly faces up to 
the shadows as well as the sunshine 
of the contemporary political and eco- 
nomic scenes. 


Challenge Others To Think 

In turn, I hope you will be en- 
couraged to challenge others—your 
employees, your customers, your in- 
vestors, your neighbors and your 
governmental officials—to also think 
along these lines. For if there is any 
one lesson we should have learned by 
now, it is the uselessness of meditat- 
ing in private and talking only to 
ourselves about the basic foundations 
of our American way of life. 

During the past year highly signifi- 
cant developments relating to our in- 
dustry and our relations with the 
society in which we live have taken 
place. Some of these developments 
have been favorable to the investor- 
owned utilities; others have consti- 
tuted serious setbacks in our battle 
for the preservation of free enterprise 
in the electric business. 

As the subject of this talk, I have 
chosen the title, “Let’s Face It.” I 
hope this suggests to you, as it does 
to me, our need to view objectively the 


Chicago, IIl., June 5, 1957 





HARLLEE BRANCH, JR. 


events which affect our industry, 
neither regarding them through the 
rose-colored glasses of wishful think- 
ing, nor through a gray fog of undue 
pessimism. I want to talk with you 
particularly today regarding taxes, 
territory and tyranny—for I feel that 
these are three T’s that spell real dan- 
ger for our industry in the months 
and years ahead. 

First, a word about taxes. In the 
splendid address which Mr. Read pre- 
sented yesterday, you heard the start- 
ling assertion that the American citi- 
zen has already lost one-third of his 
freedom of choice in the spending of 
his income dollar because today’s tax 
take is one-third of all earned income. 
We have given to “big government” 
one-third of our pay before we buy so 
much as a loaf of bread. Not too long 
ago the freedom of choice was 95 to 
98 per cent for the average citizen, 
with taxes taking less than 5 per 
cent. 


Increasing Sensitivity To Tax Bite 

It has taken a long time for Ameri- 
cans to become sensitive to the size 
of the tax bite and its paralyzing effect 
and mischievous potentialities. But 
they are finally awake and the rum- 
blings of their discontent are being 
heard throughout the land and from 
all segments of our citizenry—from 
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laborers, farmers, business and pro- 
fessional men alike. 

They are beginning to ask ques- 
tions, searching and persistent ques- 
tions, regarding the theory that 
government should spend money for 
whatever purposes and in whatever 
amounts the people desire, for they 
know in their hearts that there is no 
limit to what some people will desire 
of government. 

After many years of knuckling 
under to pressure groups, the people, 
and at least some of their political 
leaders, are wondering if Grover 
Cleveland was not right in declaring 
that: “When more of the people’s 
sustenance is exacted through the 
form of taxation than is necessary to 
meet the just obligations of govern- 
ment and the expenses of its eco- 
nomical administration, such exaction 
becomes ruthless extortion and a vio- 
lation of the fundamental principles 
of a free government.” 


Socializing Device 

We must face the fact, however, 
that our people are still largely unin- 
formed and hence generally apathetic 
about another aspect of American 
taxation, much more serious in its 
implications than the mere size of 
today’s tax levies. I refer to the way 
in which tax discriminations and tax 
inequalities have made our revenue 
laws a device for socializing the 
economy. 

For many years, you and [I in the 
electric industry have been painfully 
aware of this disturbing feature of 
present-day taxation—but as a group 
we have done an inadequate job of 
alerting the public to it. 

Calvin Coolidge, sensing the drift 
toward socialism in America, warned 
us years ago that taxes, and par- 
ticularly tax discrimination, can be- 
come a potent weapon for the 
destruction of our free-enterprise 
system. He said: “I do not believe 
that the government should ask social 
legislation in the guise of taxation. 
If we are to adopt socialism, it should 
be presented to the people of this 
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country as socialism and not under 
the guise of a law to collect revenue.” 

In 1955—the last year for which 
complete governmental statistics are 
available—the investor-owned electric 
companies paid nearly $134 billion in 
Federal, State and local taxes. These 
tax payments amounted to 23.7 per 
cent of their total electric operating 
revenues. Generally speaking, taxes 
constituted—as they have for a num- 
ber of years—the largest single item 
of operating expense of the investor- 
owned utilities. In the case of my own 
company, for example, tax payments 
represented $2.54 per share of com- 
mon stock, whereas net earnings 
amounted to only $1.53 per share. 

By contrast, the governmentally- 
owned and governmentally-subsidized 
power organizations paid no Federal 
income taxes at all, and their total 
taxes—including what some of them 
conveniently term “payments in lieu 
of taxes’—amounted to only 1.9 per 
cent of electric revenues in the case 
of TVA; and to only 2.82 per cent 
and 2.89 per cent, respectively, for 
the rural electric cooperatives and the 
so-called Class A and B_  Publicly- 
Owned Utilities, representing 70 per 
cent of all non-Federal systems, in- 
cluding municipals. 


Discrimination Against Consumers 

This is the rankest sort of tax 
favoritism, and I doubt whether the 
rank and file of its beneficiaries are 
fully aware of it. The point generally 
glossed over by advocates of govern- 
ment power expansion and generally 
overlooked by the public, is that this 
discrimination operates not alone 
against the electric companies and 
their investors but directly against 
the 80 per cent of American power 
consumers who pay the discriminatory 
taxes as a part of their electric bills— 
only to have their tax payments, in 
part, used to supply so-called ‘cheap 
government power” to a minority of 
20 per cent of the people through sub- 
sidized power organizations. 

The truth of the matter is that, 
except for their tax advantages and 
other governmental subsidies, none of 
these organizations are able to gener- 
ate or supply electric power any 
cheaper or any more efficiently than 
the investor-owned companies; and the 
claim that their rates constitute a true 
measure or “yardstick” of power costs 
is absurd, as General Vogel, of TVA, 
has candidly conceded. 
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Within the past few months, the 
Public Service Commission of Indiana 
has uncovered a_ special financial 
gimmick by which some govern- 
mentally-subsidized power groups 
maintain their pretense of “cheap 
public power” and enrich their mem- 
bers at the taxpayers’ expense. Re- 
viewing the annual reports filed with 
it by the rural electric cooperatives 
of that state, the Indiana Commission 
discovered that through tax exemp- 
tions and by borrowing from the Fed- 
eral government at an artificially low 
interest rate of 2 per cent, some of 
these organizations have accumulated 
large surpluses which they are using, 
not to pay off their government loans, 
but to purchase government bonds at 
interest rates considerably higher 
than the same cooperatives pay to 
the Federal government as borrowers. 
And the profit, thus realized, is com- 
pletely free from Federal income taxa- 
tion! 


Public Power Protests 

This is certainly one of the most 
ingenious financial operations of our 
time, but ene that the American tax- 
payers will hardly condone. Is it any 
wonder that the subsidized power 
groups and their champions scream 
to high heaven whenever the sugges- 
tion is made—as it has been made by 
President Eisenhower and some Con- 
gressional leaders—that the Federal 
government cease lending money to 
these organizations at less than the 
government’s own cost of money; or 
is it difficult to understand why these 
same groups—enjoying a complete 
freedom from Federal income taxes— 
should seek to divert attention from 
their own favored status by attack- 
ing investor-owned utilities which 
were granted a mere postponement of 
income taxes on a relatively small por- 
tion of their facilities constructed 
pursuant to an openly-debated and 
non-partisan supported Congressional 
program of accelerated amortization 
applicable to all American industry. 

My primary purpose in mentioning 
these tax discriminations and govern- 
mental subsidies to this audience, 
which has long been aware of them, is 
not merely to point out their magni- 
tude or their inequity but to under- 
score a further fact which I am 
afraid has sometimes been overlooked 
even by members of our own industry 
—namely, that these tax discrimina- 
tions and the other forms of govern- 
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mental favoritism cannot, and will not, 
be limited either in geography or in 
number of beneficiaries. Like a 
cancer, they will grow and grow until 
the whole tissue of our American 
economy is infected unless a presently- 
apathetic citizenry can be made to see 
that they contravene the basic con- 
cepts upon which our nation and our 
free-enterprise economy are grounded. 

Two recent events will serve to 
illustrate what I mean: 

Early in May, a leading American 
metals manufacturer, now operating a 
major plant in the Muscle Shoals-TVA 
area, played host to an impressive 
group of industrialists from upper 
New York State who had been invited, 
according to the New York Times, to 
see “the pot of gold at the end of the 
rainbow” which could be achieved by 
North Country industrialists willing 
to “pull together” with public power. 
“The visitors learned,” according to 
the newspaper, “how .. . profits have 
soared since the advent of public 
power.” 

Apparently no one bothered to point 
out to these visitors to TVA-land that 
the “profits” made by industrialists 
through the use of public power are 
the result of tax discrimination and 
government subsidies at the expense 
of the taxpayers of America gen- 
erally; and that if governmental 
operation of electric facilities through 
these devices may be said to produce 
cheap electricity, the same argument 
can be made—and in due course will 
be made—in America as it has already 
been made in other countries—for the 
governmental operation of metal 
plants and other manufactures as 
well. 


Illusory ‘Profit’ 

This tour, so far as I know, marks 
the first time a leading industrialist 
has openly assumed the role of a 
public power propagandist; and the 
fact that the industrialist in question 
is one of my long-time and most re- 
spected friends, and one whom I know 
to be a devoted and patriotic free- 
enterpriser, convinces me that the 
illusory “profit” implicit in public 
power subsidies is so potent and in- 
sidious a lure that unless it is quickly 
and effectively stripped of its mask, 
more and more businessmen, strug- 
gling with today’s rising costs and 
narrowing profit margins, will find 
themselves taken in by it. 

But the illusion of “profit” is only 
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one of the elements on which sub- 
sidized power feeds and_ grows. 
Another is competition. When one 
manufacturer is able to reduce the 
price of his product because he pur- 
chases power from a tax-exempt and 
politically-favored utility at an arti- 
ficially-computed cost, we cannot be 
greatly surprised if his competitors 
seek to do likewise. 

A few weeks ago, a manufacturer 
in my own state was reported to be 
negotiating with an electric coopera- 
tive in Indiana for the construction 
in that state of a large metals plant 
and the joint financing of a huge 
electrical generating station to supply 
its power requirements as well as 
those of the co-op’s members at rates 
which no taxpaying utility could 
afford to match, assuming the co-op 
obtains its funds from the government 
at a 2 per cent interest rate. 

The manufacturer in question is 
one of my state’s most successful 
younger industrialists. He is a large 
and respected customer of one of our 
companies. He tells us that while the 
deal has not been consummated, he 
virtually had no choice but to seek 
some such arrangement inasmuch as 
a number of his principal competitors 
are already receiving power from tax- 
exempt and governmentally-financed 
power suppliers and that, because of 
these subsidies, they are underbidding 
him—even in sales to investor-owned 
utilities ! 


Potential Pressure Groups 

Let’s face it. Unless we are able 
through courage and cohesion to alert 
America to what is happening to its 
economy, the greatest pressure for 
socialized power in America in the 
years ahead will come not from starry- 
eyed Socialists and parlor-pinks but 
from hard-headed and practical busi- 
nessmen who find it desirable to join 
the procession for the sake of “profits” 
and competitive position, notwith- 
standing their reluctance to accept 
subsidies and their knowledge that 
government ownership of power facili- 
ties poses a dangerous threat to all 
free enterprise. And pressure will 
come also from state governments 
which see their territories being 
raided and disadvantaged through the 
“cheap power” lure of states which 
have traded political and economic in- 
dependence for Federal hand-outs and 
tax exemptions. 

Let us move now from taxes to the 
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matter of territory. Over the years, 
the electric companies of America 
have spent billions of dollars on plants 
and facilities to serve the areas in 
which they have assumed utility re- 
sponsibility. These billions of dollars 
have been obtained from the American 
public through the sale of stocks and 
bonds. Today nearly four million 
Americans are direct owners of these 
securities and three out of every five 
Americans are indirect owners 
through their insurance investments, 
making the electric industry the most 
publicly-owned enterprise in America. 


Intention To Compete Denied 


Underlying these investments was 
the assurance that in America, at 
least, the markets of the electric com- 
panies would not be arbitrarily pre- 
empted or destroyed either by govern- 
ment itself or by agencies financed or 
subsidized by government. This as- 
surance was repeatedly given in the 
debates over REA legislation during 
the mid-30’s. At that time, for ex- 
ample, Congressman Rayburn de- 
clared: “We are not, in this bill, in- 
tending to go out and compete with 
anybody. By this bill we hope to bring 
electrification to people who do not 
now have it. This bill was not written 
on the theory that we are going to 
punish somebody or parallel their lines 
or enter into competition with them.” 
And Senator Norris said: “There will 
not be set up an organization, and 
money loaned to it, for the purpose 
of electrifying a rural area which is 
now supplied.” 

Tax exemptions and government 
subsidies were justified, as they could 
only be justified, on the basis that 
these organizations were not utilities, 
in the ordinary sense, seeking to com- 
pete for markets and territories but 
only to serve their own members on 
the farm and in rural areas where 
electric service was not otherwise 
available. Most investor-owned utili- 
ties—including the companies I am 
associated with — sought to assist 
these organizations in the achieve- 
ment of their stated purpose, fre- 
quently at considerable expense to 
themselves. 


Extension of Territory 
Today, however, with 95 per cent 
of the farms of the nation electrified 
and their originally-avowed purpose 
thus largely achieved, we find many 
of these organizations demanding ex- 
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tensive allocations of territory and 
the right to serve even urban and 
industrial power customers to the ex- 
clusion of the investor-owned com- 
panies. Some state legislatures have 
already acceded to their demands for 
territorial allocations and others are 
being persistently pressed to do so. 

Regulatory commissions are contin- 
uously being urged to declare these 
groups full-fledged utilities—but, of 
course, not to disturb their tax- 
exempt and subsidized status or their 
relative freedom from rate and service 
regulation. Within the past two weeks 
a co-op has been held by a state com- 
mission to be entitled to serve an 
industrial customer over the protest 
of the investor-owned utility respon- 
sible for bringing the industry into 
the state, and also over the protest 
of municipal and other local officials 
and even of the industry itself! 

In that same state, a proceeding 
has been started looking toward a 
general division of territory between 
cooperatives and utility companies, 
with the cooperatives insisting that 
extensive areas of the state be as- 
signed to them without regard to 
whether such areas are rural or urban 
and irrespective of the ability, will- 
ingness and desire of investor-owned 
and taxpaying utilities to provide any 
and all electric service which may be 
required. Many of you will recog- 
nize in this a pattern familiar to your 
own states. The question is whether 
it is a pattern the implications of 
which are fully understood by the 
American taxpayers who have borne 
and continue to bear the burden of 
subsidizing these organizations—in- 
cluding millions of American citizens 
whose savings are directly threatened 
by this type of encroachment. You 
and I have a responsibility to see 
that the pattern is understood. 


Freedom To State Our Case 

If we are to fulfill that responsi- 
bility, we must not only have the will 
to inform our employees, our custom- 
ers, our investors and the public 
generally of the issues which are at 
stake—but we must have the freedom 
to fully and effectively state our posi- 
tion and all the facts which bear upon 
it. Anything that prevents us from 
stating our side of the case, while the 
opposition is uninhibited and un- 
restricted, and some of its propa- 
ganda even publicly financed, is a 
denial not only of our own freedom of 
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speech but a denial also of the public’s 
right to have any proposition, needing 
its support, fully aired. Surely this 
is a principle so basic to our American 
concepts of liberty and democracy as 
to require no elaborate exposition or 
defense. Yet there are those who 
would like to see us completely 
“gagged” and silenced in order that 
their efforts to governmentalize the 
electric industry will no longer be 
challenged. 


Tyranny 

That brings me to the subject of 
tyranny—for any such effort is tyr-~ 
anny regardless of where it occurs 
or how it is sought to be justified. 

As Dr. Claude Robinson has pointed 
out, the American public is still not 
well informed of the activities of our 
companies. The citizens of our coun- 
try know little of what we are doing 
in the field of atomic energy. They 
are almost entirely unaware of the 
inequality of the preference provisions 
and tax discriminations which favor 
a minority of our citizens, including 
some of our wealthiest corporations. 
Now it is proposed to silence what 
small voice we have. 

You are familiar with the efforts 
of Senator Kefauver and Congressman 
Chudoff and a few other government 
power proponents to have certain ad- 
vertising expenses of our industry 
relating to the public and private 
power issue disallowed as a cost of 
doing business, not only for rate pur- 
poses but for tax determinations as 
well. 

Senator Kefauver said in the Sen- 
ate on April 11: “There is little doubt 
in my mind that these companies 
have been charging the _ public, 
through income tax deductions, for 
their own brainwashing. For the 
Treasury now to retrieve this money 
would not only be just and fair but 
a great help to the small taxpayers 
who have been bearing the burden of 
the cost of government.” 


Tax-Financed Propaganda 

Senator Kefauver loftily ignores 
the fact that the small taxpayers for 
whom he feels such concern have 
been bearing the cost of tax-subsi- 
dized power in his home state of Ten- 
nessee for nearly a quarter of a cen- 
tury. He ignores the fact that the 
payrolls of government agencies are 
loaded with advocates of government 
power development, all too willing and 
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able to lend a hand with the propa- 
ganda distributed through govern- 
ment frank at public expense. 

An example of tax-financed propa- 
ganda in favor of government power 
expansion is the elaborately printed 
address of the Rural Electrification 
Administrator, delivered at the 
NRECA Convention in Chicago a few 
months ago, and which has just been 
widely distributed throughout the 
country under government frank. I 
am sure that many of you and your 
employees and customers have seen 
this address, in which the Administra- 
tor undertakes to assert and argue the 
right of the rural cooperatives to serve 
industrial customers and to assume 
territorial utility responsibilities. 

Senator Kefauver also overlooks 
that there are numerous other propa- 
ganda agencies for government power, 
such as the Citizens for TVA and the 
Tennessee Valley Public Power Asso- 
ciation, which can pay for their ex- 
tensive activities through the savings 
on their subsidized electric bills and 
still come out substantially ahead. 


Chudoff Joins Attack 

Last week, Congressman Chudoff 
joined in the attack, bolstered by an 
ex parte ruling of the Federal Power 
Commission which was based solely 
on a mail inquiry and without any 
pretense whatever of a public hearing. 
Congressman Chudoff’s blast came as 
no surprise, of course, for he was 
the chairman of the subcommittee 
which last summer toured the country 
furnishing a public forum for gov- 
ernment power zealots to air their 
political and economic views and their 
anti-utility bias—all at the taxpayer’s 
expense—and who refused to permit 
me and others of this industry to 
testify under oath regarding the er- 
roneous claims of these witnesses. 

The theory upon which this move 
to gag and intimidate our industry 
is predicated is that expenses incurred 
in publicizing the true facts regard- 
ing government and investor-owned 
power is not a business but a political 
expense. This overlooks the fact that 
our companies are service organiza- 
tions and that if we are to survive 
and effectively build and maintain 
our markets we must convince the 
public of the efficiency and economy 
not alone of electricity but of electric 
service by business-managed organi- 
zations as compared with our govern- 
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ment-financed and government-oper- 
ated competitors. 

For they are our competitors, not 
only for existing and future electric 
markets, but for the support and ac- 
ceptance of the American people as 
well. We cannot let their false claims 
of greater customer devotion and 
cheaper power go unchallenged or we 
will be destroyed. If we cannot tell 
the truth about public power and its 
hidden subsidies, then we cannot do 
any real promotional or public rela- 
tions advertising at all! 


We Need an Informed Citizenry 

In a way, this effort to “gag” us is 
heartening—for it is a confession on 
the part of the government power ex- 
ponents that they cannot peddle their 
anti-utility poison to an informed and 
alert citizenry. This confirms what 
every opinion poll has shown, namely, 
that the growth of government power 
has been due to misunderstanding and 
ignorance and politically-fostered con- 
fusion and that, wherever the people 
have been correctly informed, they 
have rejected this first long step 
toward socialization of the American 
economy. 

It is also heartening that news- 
papers—many of them previously 
friendly to government power—have 
denounced this latest effort for what 
it is, namely, an unconscionable and 
un-American effort to suppress and 
silence our industry. Surely you and 
I, as employees of a great industry. 
will be no less forthright than they. 


Constructive Action 

I repeat again that Mr. Read said: 
“It is not enough for us to be against 
so-called public ownership. Nor is it 
enough to be for private ownership— 
every last one of us can and should 
make the effort, not half-heartedly, 
not as an off-hour exercise, but as an 
integral part of our every word and 
deed (to explain and support private 
enterprise). Nothing less is at stake 
than the fulfillment of our personal 
obligations as business stewards.” 


This fight will not be an easy one. 
We will be subjected to every form 
of harassment that our ingenious 
adversaries can imagine. But that is 
unimportant as compared with the 
satisfaction we will have in knowing 
we have done our part to preserve 
the American way of life as we have 
known it in the past and as we hope 
it will be in the future. 
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E are all familiar with the 

\\) power of advertising to sell 

goods and services. It has be- 
come in our time the motive force 
behind mass consumption which makes 
mass production possible — and our 
whole system of high employment, 
high wages, and high standard of liv- 
ing depends on mass production. 

But can this same power be har- 
nessed to sell ideas as well as goods? 
Does the use of advertising to in- 
fluence the thoughts and opinions of 
our country have a legitimate place in 
a free democracy? Has it been suc- 
cessful up to now? Will it be more 
widely used? 

It may simplify matters if I say at 
the outset that I shall propose a 
very vigorous affirmative to all these 
questions. But it will be an affirmative 
that is tempered by an important pro- 
viso—namely, that we approach the 
American public not with propa- 
ganda, but with persuasion. 

What is the difference? Beamed 
from Moscow in recent weeks were 
the following examples of propaganda: 

“The poor of America are being 
denied Salk vaccine for their chil- 
dren.” 

“The U. S. is making plans for 
germ warfare.” 

“The Americans are developing 
artificial hurricanes to hurl at an 
eneny.” 

“The appearance of Dave Beck 
and his associates before a Con- 
gressional committee is a deliberate 
move by the enemies of the work- 
ers to smear the U. S. labor move- 
ment.” 

That is propaganda. 

When it comes to spreading ideas, 
the Communists believe passionately 
in propaganda, and it works, I regret 
to say, in the underdeveloped sections 
of the world. But in this country it 
doesn’t get very far! Dictatorships 
live on propaganda, while democracies 
thrive and flourish and grow on the 
far more rigorous arts of persuasion. 
Here is an example of the difference. 

About a year ago in our country 
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George Gallup predicted an appallingly 
low vote in last November’s presi- 
dential election unless Get Out the 
Vote groups stepped up their activi- 
ties. An alarming apathy gripped the 
electorate throughout most of 1956. 
The primary turnout was down—7 
per cent less than in 1952—and news- 
papers published pictures of empty 
polling places in cities where special 
elections were being held. 


Record Election Turn-Out 


The Advertising Council locked 
arms with 146 national membership 
organizations in an all-out effort to 
get the largest possible number of 
informed citizens to register and vote. 
The result: More voters went to the 
polls last Election Day than ever be- 
fore in our history! 

This was a prodigious achievement, 
especially considering the gloomy pre- 
dictions of last spring. Undoubtedly 
the election eve uprising in Hungary 
and the Middle East crisis were re- 
sponsible for some votes, but these 
events occurred too late to explain 
the unprecedented 80,158,000 registra- 
tion, an increase of more than 4,578,- 
000 over that of 1952. 

What brought it about? Primarily 
the work of thousands of volunteers 
who were inspired to take on the job 
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and supported in their efforts by 
advertising in newspapers, magazines, 
on outdoor posters, in car cards, on 
radio and television. And millions of 
citizens were moved from disin- 
terested, passive spectators into active, 
voting citizens. That is persuasion! 

It happens to be the latest example 
to come to mind, but there are many 
others. A year before Pearl Harbor, 
five great groups—the YMCA, Salva- 
tion Army, National Catholic Com- 
munity Service, National Jewish Wel- 
fare Board, and Traveler’s Aid—de- 
cided to pool their resources and ef- 
forts to help our servicemen and 
women in the event of war. The 
United Service Organization was 
created, and a campaign was launched 
to persuade the public that this was 
a good idea and deserved support. In 
less than twelve months, USO was 
a household word and 16 million dol- 
lars had been raised to implement its 
work. 

Following Pearl Harbor, the Na- 
tional War Fund came into being. Its 
purpose was to coordinate the fund- 
raising activities of all war-related 
relief organizations. Again the Ameri- 
can people were persuaded to con- 
tribute, this time more than 200 mil- 
lion dollars—a staggering goal in 
those days—which was reached and 
exceeded. 

Advertising had an important role 
in selling these ideas and persuading 
Americans to support these great 
undertakings. And during the war, 
the Advertising Council marshaled 
the forces of advertising to help win 
all-out public participation in such 
efforts as selling War Bonds, Nurse 
Recruitment, the Salvage Campaigns, 
and many others. More than a billion 
dollars’ worth of advertising space 
and time were donated to those cam- 
paigns, and all were spectacularly 
successful. 

Since the war, there have been the 
March of Dimes, the Heart Fund, the 
Cancer Crusade, Easter Seals for 
Crippled Children, to mention only a 
few of the great humanitarian causes 
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for which millions of dollars are 
raised each year by persuasion. 

But you may say that these have 
been appeals to the heart rather than 
to the mind. Not entirely, although it 
must be recognized that people re- 
spond more readily to emotional ap- 
peals. So let’s consider citizenship. 

Right after the war, it became in- 
creasingly apparent that far too many 
of our citizens were taking their po- 
litical freedoms for granted and active 
participation in the duties of citizen- 
ship seemed at an all-time ebb. Follow- 
ing an appeal by the Attorney General 
of the United States, a group of citi- 
zens organized the American Heritage 
Foundation to do something about this 
problem. 

In a government “deriving its just 
powers from the consent of the gov- 
erned,” active citizen participation is 
essential, so a plan was developed to 
bring about a greater awareness of the 
advantages we have in this country, 
emphasizing the relationship of our 
hard-won liberties to our development 
as the greatest nation of free people 
in the world’s history; and further, 
to persuade all Americans that only 
by active personal participation in 
the affairs of our nation can we safe- 
guard our freedoms, preserve the 
liberties from which these advantages 
flow, and continue to demonstrate to 
the world and ourselves that the way 
of free men is best. This program was 
essentially educational. It was a citi- 
zens’ movement, non-partisan, and 
non-political. It was an affirmative 
effort, opposed only to that which is 
antagonistic to the dignity and free- 
dom of the individual. 


Freedom Train Tour 


To focus. attention on these objec- 
tives, we had made available to us, 
largely through the good auspices of 
the Attorney General, a priceless col- 
lection of American historical docu- 
ments, which were carried to the peo- 
ple in every state and in 326 cities in 
a special seven-car “Freedom Train.” 
Supported by newpapers, radio, maga- 
zines, and other forms of mass com- 
munication, the presence of the Free- 
dom Train in each community was 
the signal for a local week of re- 
dedication to the principles of active 
democracy, sponsored by civic, fra- 
ternal, religious, and other patriotic 
organizations. 

The extent to which it was possible 
to implement this program and mar- 
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shal the forces of mass communica- 
tion and community action is, I think, 
a remarkable example of how an idea 
can be sold to the American people. 

When the Freedom Train had fin- 
ished its journey of 37,000 miles, an 
estimated 50 million people—one third 
of all our population—had taken part 
in rededication exercises built around 
the following nine promises of a good 
citizen: 

1. 1 will vote at all elections. I will 
inform myself on candidates and 
issues and will use my greatest 
influence to see that honest and 
capable officials are elected. I will 
accept public office when I can 
serve my community or my coun- 
try thereby. 

2. I will serve on a jury when asked. 

3. I will respect and obey the laws. 

I will assist public officials in pre- 

venting crime and the courts in 

giving evidence. 

4. I will pay my taxes understand- 
ingly (if not cheerfully). 

5. I will work for peace but will 
accept my responsibilities in time 
of war. 

6. I will avoid any group prejudice 
based on class, race, or religion. 

7. I will support our system of free 
public education by doing every- 
thing I can to improve the schools 
in my community. 

8. I will try to make my community 
a better place in which to live. 

9. I will practice and teach the 
principles of democracy right in 
my own home. 

These are the working tools of good 
citizenship, and the first of these is 
to vote, regularly and intelligently, 
and in primary as well as in general 
elections. 

The most specific negligence on the 
part of our citizenry had been a con- 
tinuous and shameful decline in the 
percentage of informed and qualified 
voters who went to the polls. Back in 
1896, 83 per cent of our qualified citi- 
zens had voted. By 1916, the figure 
had dropped to 71 per cent. By 1944, 
it was 53 per cent. And 1948 showed 
the all-time low of 51 per cent. This 
was against a record of 80 per cent in 
Sweden and 83 per cent in England. 
The worst of it was that this lacka- 
daisical attitude toward the first duty 
of the citizen was not confined to the 
ignorant or indigent. Far from it! A 
study made in Syracuse, N. Y., right 
after the 1949 election showed that 32 
per cent of the city’s lawyers had 
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failed to vote, 28 per cent of the bank- 
ers, 28 per cent of the doctors, and 
23 per cent of the teachers. In Syra- 
cuse there are five country clubs. 
Forty-three per cent of their members 
had failed to vote—and 47 per cent 
of their wives. 

Something really needed to be done! 
In 1950, the year following the con- 
clusion of the Freedom Train tour, the 
American Heritage Foundation and 
cooperating community organizations 
undertook to translate the spirit of 
rededication engendered by the Free- 
dom Train into active participation in 
the elections that year. The result: 
Over 42 million voters went to the 
polls—12 per cent more than the pre- 
vious record for a _ non-presidential 
year. 


Get-Out-the-Vote Campaign 


Encouraged by this success, an all- 
out effort was made in 1952 to per- 
suade qualified citizens to register and 
vote. Millions of dollars of radio and 
television time and space in newspa- 
pers, magazines, and billboards was 
donated by media owners and adver- 
tisers. The campaign was planned by 
the most modern methods known to 
advertising, beginning with psycho- 
logical research and ending with the 
talents of some of the most brilliant 
creative men in the field, all of whom 
volunteered their services. Did it suc- 
ceed? The records show that the per- 
centage of all citizens voting in 1948 
had been 51 per cent. In the 1952 
campaign, 63 per cent of all Ameri- 
cans of voting age voted; 72.4 per cent 
of all civilian Americans eligible to 
vote actually did vote, and 81 per cent 
of all civilian Americans registered 
to vote actually went to the polls that 
year. 

These public action campaigns have 
been fascinating and heartwarming 
experiences for many Americans who 
shared in them. They revealed an 
enormous latent responsiveness in the 
American people which is simply wait- 
ing to be harnessed by men with a 
good cause and some understanding 
of the arts of persuasion. 

This understanding is based on a 
fundamental principle—a_ principle 
that underlies the success or failure 
of any attempt to influence the 
thoughts and actions of Americans: 

The public will respond to the de- 
gree that they see their own interests 
involved. 

To sell the American people an idea, 
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you must involve them. You must 
persuade them that your cause is 
theirs. You must show them how 
their own well-being and that of their 
friends and neighbors is affected. 

Since failure is frequently more in- 
structive than success let me drag a 
skeleton or two from our public ser- 
vice closet. 

In 1946, the Advertising Council 
was prevailed upon to conduct a cam- 
paign in behalf of world trade, the 
objective being to point out that ex- 
panded foreign trade was essential 
to American prosperity. Advertising 
included radio messages on leading 
programs, full-page advertisements in 
23 leading magazines and over a thou- 
sand advertisements in local newspa- 
pers across the country. | 

The observable result in influenc- 
ing public opinion? So far as anyone 
could determine—nil! 

The World Trade Campaign failed, 
I should say, because there was very 
little that the individual citizen could 
imagine himself doing about it. It 
failed to touch him as a personal prob- 
lem; it failed to point out a course of 
personal action—even assuming there 
was one—which he could embrace 
with any sense of participation or ac- 
complishment. 

A second failure was the American 
Overseas Aid—United Nations Ap- 
peal for Children. The total amount 
needed was in the neighborhood of 68 
million dollars. After two years of 
beating the bushes via radio and print 
advertising—for the younger mem- 
bers in the audience, I should say that 
this was in the years before television 
—the total sum raised was less than 
2 million dollars. 


Climate of Willingness 


This appeal failed, I think, because 
there was inadequate community or- 
ganization. Experience has proved 
time and again that advertising alone 
rarely succeeds in selling an idea. It 
provides .a backdrop—creates a cli- 
mate of willingness, if you like—but 
an essential ingredient is personal 
selling at the local level. 

In the case of a company or an in- 
dustry there is no better group of 
advocates than its employees, well in- 
formed and armed with a vital in- 
terest in the business. Too often we 
find that this source of much-needed 
local assistance is overlooked in the 
planning of national and even local 
campaigns. Also often neglected are 
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the community leaders, whose civic 
inclinations will respond quickly to a 
program which promises to accom- 
plish good ends. 

In the successful cases I have cited, 
there has always been a “sales force’ 
involved—thousands of people, dedi- 
cated volunteers, ringing doorbells, 
organizing meetings, and talking up 
the cause. Too much cannot be said 
in appreciation of the efforts of such 
volunteers, and their enlistment is an 
important part of the problem of in- 
volving people. 

If the principle of personal involve- 
ment is true in campaigns to support 
worthy causes or to bring about a 
greater appreciation of our responsi- 
bilities as citizens in preserving our 
political freedoms, it is even more true 
when we try to build the same appre- 
ciation of our economic freedoms— 
including our great free enterprise 
system and all the blessings it has 
brought us. The majority of people 
think of our political and economic 
freedoms as indivisible, and there is 
indeed need of a better understanding 
of our economic system, as well as a 
greater appreciation of our political 
rights and duties. Most people find 
it difficult to understand economics. 


Fable Paints a Moral 


There is a fable about an ancient 
King, who, troubled by the economic 
woes of his people, called upon the 
economists of his kingdom for advice. 

Confused by their conflicting the- 
ories and counsel, he commanded them 
to prepare a short and simple text on 
economics for him. 

After many months they brought 
him many volumes replete with charts 
and graphs. 

In fury, the King banished half the 
economists and commanded the other 
half to produce a text he could under- 
stand. 

One after another they made re- 
ports that went over his head, and one 
after another they went into exile. 
Finally only one economist was left. 

In fear and trembling, this last 
economist appeared before the King. 

“Your majesty” he quavered, “I 
have reduced the subject of economics 
to a. single sentence. 

“In nine words, I will reveal to you 
all the wisdom to be distilled from all 
the economists who once practiced in 
vour realm: 

“There is no such thing as a free 
lunch!” 
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In attempts to sell a better under- 
standing of our economic system it is 
necessary to be even more skillful than 
in the field of politics, for we are en- 
tering upon areas of legitimate de- 
bate and are in competition with the 
proponents of big government, plan- 
ned economy, and all the other shib- 
boleths that would lead us away from 
free enterprise. 


Reaction to Special Interests 


Much of what has been given the 
people in the past has not been di- 
rected (not genuinely directed) in 
showing them their own interests. 
Accordingly, it has been discounted as 
special pleading. Some woeful ex- 
amples, I think, have been in the con- 
troversies between management and 
labor. The union lets forth an adver- 
tising blast that presents a very col- 
ored picture of its side of the conflict. 
Too often, the company replies in 
kind. In study after study, it has 
been shown that the public reacts 
negatively to all such special pleading 
—particularly when it seems to con- 
cern the interests only of special 
groups. 

Perhaps an exaggerated example of 
the failure to involve the public’s in- 
terest was the proxy controversy for 
the control of Montgomery Ward. Do 
you remember some of those adver- 
tisements? They descended to such 
name-calling that the public concluded 
it was not their fight at all. They 
wished the two gentlemen would go 
out behind the barn and settle it. It 
was not their affair. 

Let me cite another example. I saw 
some interesting research not long 
ago, which disclosed that the public is 
getting bored with the long-continu- 
ing fight waged in advertising pages 
between the trucking interests and the 
railroads. No matter how much their 
writers thought they were presenting 
their respective cases in the public 
interest the noise of their axes on the 
grindstone came through too clearly. 

Contrast that, if you will, with the 
electric issue of a single advertise- 
ment Robert Young ran during the 
controversy over through-railroad ser- 
vice to the Coast: “A hog can cross 
the country without changing trains, 
but you can’t.” The very next day 
there were editorials all over the coun- 
try, and within hours, the New York 
Central and the Pennsylvania prom- 
ised through-car service! 

I could cite many other examples of 
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public opinion advertising in the. field 
of business that have touched the 
springs of national involvement and 
brought action, but I would like to 
make a comment on your own prob- 
lem which has been disturbing the 
even tenor of my thoughts. I have 
been looking at research conducted in 
the ’thirties into the public’s relative 
preference for privately-owned, as 
against publicly-owned utilities. 
Question: Do you think electric 
utilities should be pub- 
licly or privately owned? 
Publicly owned 55.6% 
Privately owned 30.7% 
Don’t know 13.6% 
Gentlemen, is there such a thing as 
a privately-owned utility—unless it’s 
the farmer who owns a Delco set? Is 
yours not a publicly-owned business? 


Answer: 


The Power of Words 


Such is the power of words in our 
land that immediately you say “pri- 
vate ownership” you insulate your- 
selves from the public’s interest. You 
conjure up the spectre of monopoly. 

I wonder if the public might not 
have a different attitude if the dis- 
tinction were drawn between public 
ownership (by many thousands of 
shareholders) and government own- 
ership. 

In support of this, let me call at- 
tention to a significant fact in the re- 
search just referred to. When the 
word government ownership was sub- 
stituted for public ownership only 15 
per cent of the respondents voted for 
the government. 

So to conclude these remarks, I 
think the evidence is quite conclusive 
that this American commonalty of 
ours will sit on its hands until it sees 
its own interest involved. This is not 
because the American people are self- 
ish. It is because they are smart. 
They don’t want any wooden nickels. 
And if we intend to act in the public’s 
interest, we had better be real about 
it, for they have pretty shrewd in- 
stincts. 

Somehow this fact is reassuring. It 
is good to know that in a free country, 
men can distinguish between propa- 
ganda and persuasion. 

This is the hardest place on the 
globe in which to hoodwink people 
into thinking that black is white, or 
that evil is good, or that slavery is 
freedom. Our enemies’ weapons fall 
blunted to the ground. What baffles 
the Communists is that Americans do 
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not react to their propaganda the 
way less fortunate people do the whole 
world over. And yet, while we reject 
propaganda as a nation, as a people, 
we love salesmanship. We dote on the 
good advocate. Only, we reserve the 
right to ring the coin before we ac- 
cept it and to make our own decisions 
on the evidence. 

The use of advertising to sell ideas, 
as well as products and services, is 
only beginning. More and more we 
will learn its magic power. But it’s 
a magic that works only when the ad- 
vocate presents admissible evidence. 
And the only evidence that is admis- 
sible in the court of public opinion is 
that which concerns the interest of the 
public itself. 

The rules that govern this evidence 
are just as exact as those that apply 
in our law courts—including the one 
which says that if any part of a wit- 
ness’ testimony rings false, the jury 
is at liberty to reject it all. 

Yes, this is the vast difference, gen- 
tlemen, between propaganda and per- 
suasion—between the ways in which 
our enemies work and the way in 
which we can sell a nation of free 
and upstanding men. 

We would not have it otherwise. As 
long as the American people react as 
they do, we need not be fearful of 
our future. And to the degree that 
industry understands the prime se- 
cret of public relations, there is no 
limit to the power of advertising to 
gain even a militant support for the 
ideas that have made our country 
sound and strong. 

A campaign of public persuasion to 
win appreciation for our great pub- 
licly-owned utilities—and by that I 
mean America’s power companies—as 
against the creeping threat of gov- 
ernment gobble, should be not only 
your privilege but your high duty. 

Public utilities are often called 
monopolistic; but in effect, they are 
more nearly contractors to the public, 
whose contracts (franchises) come up 
for review periodically; whose rates 
are regulated; whose books are au- 
dited by public accountants; and who 
annually must account to their own- 
ers, the shareholders, on the conduct 
of the business, and to the govern- 
ment for taxes. 

In contrast, government - owned 
utilities are, fundamentally, full and 
irrevocable monopolies which do not 
need to renew their franchises; have 
no tax problems; make no comparable 


Page 209 


accounting to the public; and are not 
audited by outside firms. 

Furthermore, the publicly - owned 
utility—and again I mean the com- 
pany—is constantly under pressure 
from the government and the public 
to keep rates down; from suppliers 
and labor to pay more for materials 
and manpower; from the stockholders 
for larger dividends; and from the 
future to provide for growing needs. 

Government - owned power opera- 
tions are virtually free from these 
pressures, and the public should be 
aware of the difference. 

Next year our high schools will be- 
gin to graduate record numbers of 
students—and shortly, we will have 
record numbers of new voters. Ina 
relatively short period, the number of 
young voters will begin to outweigh 
the number of older voters. The edu- 
cational job that must be done on pri- 
vate ownership and free enterprise 
will be much greater in the years im- 
mediately ahead. 

It is important that we know what 
today’s young people are thinking and 
what the nature of our educational 
job may be for the future. Then we 
must make them fully aware of the 
issues. 


A Matter of Method 


If I have said anything this morn- 
ing that can be of help, it is in the 
manner by which this task is ap- 
proached. Advertising can be useful. 
Do it one way, however, you will find 
that it will not help, and it may prove 
to be a most expensive way of talk- 
ing to yourselves. Do it another, and 
millions of Americans will stand be- 
side you. 
I have never been an advocate of 
the “keep your head down” school of 
public relations. If I have any un- 
derstanding of our American public 
I know they love a fighter for a just 
and honorable cause, a cause that is 
persuasively presented in terms of 
their own interest and the welfare of 
all. 
And in this context I like to quote 
John Drinkwater, who saw so clearly, 
as poets sometimes do, what is needed 
in our times. 
“Grant us the will to fashion as we 
feel, 

Grant us the strength to labor as 
we know, 

Grant us the purpose, ribbed and 
edged with steel, 

To strike the blow.” 
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F all the subjects that are in- 
O cluded in our convention pro- 
gram the one that warrants the 
most consistent repetition is this 
matter of safety. As a. matter of 
fact, it could be said with ample 
justification that no meeting of our 
industry is complete without some 
reference to it—because safety deals 
with the human side of our business, 
and our people are our greatest asset. 
If, in the case of some great dis- 
aster, we had the choice of losing 
our newest and most modern plants 
and equipment, or losing our person- 
nel, there would be no question about 
our choice. With people we can re- 
build again but a plant without the 
human element is worthless. 
Although this subject of safety is 
one on which very little new can be 
said, the very human nature of the 
problem requires continuous repeti- 
tion of the already well-known 
truths involved, and it is on that 
premise that I proceed with my as- 
signment. 


Safety Awards a Highlight 


The program committee asked me 
to speak briefly on this subject of 
safety today, as an introduction to 
the presentation of certain safety 
awards. These presentations should 
be, and are, a highlight of our con- 
vention program. They deal with 
some significant records of accom- 
plishment in this field of human re- 
lations; and they should serve as an 
inspiration for all of us to intensify 
our efforts toward the development 
of a completely accident-free in- 
dustry. 

But, there is a certain danger in 
placing such emphasis on awards. 
There is danger of losing the proper 
perspective in this very human field, 
and placing too much reliance upon 
the mechanics of accident prevention 
work. 

We must never forget that safety 
is a very personal matter. There is 
a temptation in this, as in all of our 
activities, to become somewhat mech- 
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anistic—to approach our safety pro- 
grams with such a degree of gadgets, 
charts, rule books, and techniques, 
that the human touch is lost. After 
all, it is a person who gets hurt, and 
it is people who suffer from the tra- 
gedies attendant upon accidents. 

We have all given a great deal of 
time and attention to the promotion 
of accident prevention, and have full- 
time departments continually at work 
on the problem. Unfortunately, how- 
ever, the activity often becomes too 
commonplace—too much of an “old 
story’”—and we must always be alert 
to the necessity of creating a new 
emphasis. 

If safety programs are permitted 
to plod along in a mechanistic way 
with set patterns and procedures, we 
too often find ourselves in a position 
where: 

To many executives, safety is a 

statistic—a series of figures or 

graphs or charts—an “index of in- 
cidents” or an “index of severity” 

—and no more; 

To the supervisor, too often safety 

has become only a “record” to be 

maintained; 

To the foreman, too often safety 

has become only a “set of rules” 

to be enforced; 
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To the worker, safety is too often 
merely a set of rules and practices 
to be obeyed; 
To the safety director it is often 
only a rule book, a code, rubber 
goods, devices, and a complicated 
set of statistics and programs with 
beautifully executed posters and 
bulletins. 

Such a mechanical and statistical 
approach to safety by all levels of an 
organization loses what should be 
the main motivation for any safety 
program. There should be only one 
reason for a safety program and 
that should be to avoid injury and 
suffering to human beings—people— 
in other words, the human motive. 

For years men have tried to find a 
magic formula that would completely 
eliminate accidents. We have al- 
ways realized that accidents don’t 
just “happen” — that they are 
“caused,” and we.have tried to find 
some simple straightforward way to 
eliminate the causes. Many very 
intelligent men have given their life- 
time of work to this purpose; com- 
panies have developed full-time, well- 
staffed departments devoted to the 
matter; and large sums of money 
have been spent in an effort to de- 
velop once and for all a scientific 
method of eliminating the causes of 
accidents. In spite of all this—we 
still have accidents. And the acci- 
dents we have seem to result from 
the same general causes over and 
over again. Why? 


People Are Unpredictable 


Because we are dealing with hu- 
man beings; and human beings’ reac- 
tions are very unpredictable. People 
cause accidents, in one way or an- 
other; and people are individualists 
with their own peculiar attitudes 
and reactions. 

The human being is very unpre- 
dictable. There is no such thing as 
a normal person. What, exactly, can 
we consider to be the norm of hu- 
man conduct? Human beings’ at- 
titudes to their environments range 
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wide, and their reactions to outside 
forces vary with each person. A 
safety program designed to fit what 
some might call the “norm” of hu- 
man conduct is doomed to fail, be- 
cause so few individuals would con- 
form to the very artificial “norm” 
that we might assume. 

All safety work must be predicated 
on the fact that each individual 
reacts in his own way to his environ- 
ment. Programs must be flexible 
enough to fit the variations in the 
behavior patterns of people. The 
success of any safety program de- 
pends upon the attitudes of the peo- 
ple involved. Safety really depends 
upon attitudes. 


The Human Element 


Again, let us reiterate. It is a per- 
son that gets hurt. It is a person, a 
human being, who must use safety 
devices and execute safety rules. The 
fact that that person, or human be- 
ing, is an individual and cannot be 
classified with reference to any 
standard or “norm,” is what creates 
the perennial problem in accident 
prevention work. Success in safety 
work depends largely upon the at- 
titudes of the people involved—i.e., 
the worker, the foreman, the super- 
visor, and management. Only by the 
development of proper attitudes on 
the part of each of these groups 
within an organization can a reason- 
ably successful safety program be 
maintained, and this is a responsi- 
bility of management. 

What are some of the attitudes at 
various organizational levels that af- 
fect this matter of safety at work? 
On the part of the worker we might 
mention a few: 

His attitude toward his job—does 

he like his work or does he irk 

under it? 

His attitude toward his company— 

is he enthusiastically loyal or does 

he carry around deep _ resent- 
ments? 

His attitude toward his immediate 

boss—does he consider his boss 

fair and does he respect him, or is 
there an unconscious antipathy 
and lack of confidence? 

His general attitude toward safety 

programs—does he think them un- 

necessary aggravations, or does he 
honestly believe that they are set 
up for his own personal benefit? 

His attitude toward his wife and 

family—does he have a happy 
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family relationship, or are there 

domestic worries and marital dis- 

turbances that continually occupy 
his mind? 

The foreman’s attitude is also ex- 
tremely important. Some folks call 
the foreman the key man in any suc- 
cessful safety program, and in some 
ways he is. However, I would not 
place the burden of this human prob- 
lem solely upon one group—each in- 
dividual has a responsibility, and an 
effective contribution to make. Nev- 
ertheless, the foreman does play a 
very important part and the effec- 
tiveness of his part depends in large 
measure upon his inherent attitudes, 
i.e.: 

His attitude toward his responsi- 

bility as a company representative 

—does he actually consider him- 

self a representative of manage- 

ment to the workers, or does he 
consider himself only as a higher 
paid worker? 

His attitude toward the company 

—does he like the company man- 

agement and its policies, or is he 

carpingly critical and prone to ex- 
press it? 

His attitude toward safety pro- 

grams—is he sold on the need for 

safety programs and is he sin- 
cerely enthusiastic about them, or 

does he consider the whole idea a 

foolish waste of time? 

His attitude toward job training 

—does he believe in training new 

men on the job and consider that 

he as a foreman has a responsi- 
bility for it, or is he one of the 
old-timers that says a man will 
learn best from his own mistakes? 
His attitude toward his men— 
does he sincerely want a happy 
crew of men working at jobs they 
like, and does he feel some re- 
sponsibility for such morale, or 
does he consider his job to be only 

a matter of work layout and as- 

signment? 

There may be other foremen at- 
titudes that have a direct bearing 
upon the success of safety programs 
but these few that have been men- 
tioned seem to be extremely impor- 
tant. 


Influence of Supervisors 


Above the foremen there are 
supervisors of one kind and another. 
So much that what the foreman does 
is a reflection of the actions of certain 
supervisors that outrank him. There 


Page 211 


is some measure of unconscious imi- 
tation in this very, very human mat- 
ter. Therefore, the success of any 
safety program depends in great 
measure upon the attitudes of the 
various supervisors within an or- 
ganization. Some of the attitudes 
that have a bearing upon it are: 
His attitude toward safety-first— 
does the supervisor honestly feel 
that safety does come first, or does 
he merely tolerate all of the safety 
rules and practices as necessary 
evils while he concentrates his 
major interest upon performance? 
His feeling of responsibility to- 
ward safe job planning—does the 
supervisor actually feel a personal 
responsibility to set up work pat- 
terns and procedures that are 
basically safe, or does he overlook 
that responsibility as being the job 
of others and concentrate his at- 
tention only upon fast and so-call- 
ed efficient procedures? 
His attitude toward motivation— 
is the supervisor honestly moti- 
vated by a desire to avoid the pain 
and suffering of accidents, or does 
he merely cooperate in the pro- 
gram because he has to? Is his 
motivation only an urgent desire 
to impress his superiors with the 
amount of work he can turn out, 
or does he have some sincere hu- 
man motivation? 
All of these things, and more, have 
a distinct bearing upon the success 
of any safety effort. Many safety 
programs that have been well con- 
ceived with a complete blessing of 
management have had their effective- 
ness blunted upon the stubborn rock 
of the false motivation of important 
supervisors. 


Management’s Role 


The underlying foundation for any 
successful safety program is in the 
attitude of management. There can 
be no program without the blessing 
of management, and the effectiveness 
of any program can be increased or 
diminished according to the degree 
of support and encouragement that 
management may display. Not only 
are the attitudes of management im- 
portant to the instigation and devel- 
opment of sound programs of acci- 
dent prevention—but the attitudes 
of management will be reflected in 
the attitude displayed throughout the 
organization and thus indirectly sup- 
port or destroy the effectiveness of 
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the program. Men of management 
must realize that their attitudes con- 
stitute the foundation of the whole 
safety program. 

Fundamentally, all safety work 
must proceed from the proper moti- 
vation by management. Any program 
that has its motivation in a desire to 
reduce the costs of accidents, win 
contests and establish records, or es- 
tablish for the company a position 
to which it may point with pride, is 
doomed to failure in the end. The 
only motivation for a safety program 
that will have sufficient power to 
carry through to success is the desire 
to save people from injury and death 
and the tragedies that inevitably at- 
tend accidents. No other motivation 
is even human or reasonable, and no 
other motivation will succeed. Proper 
motivation is the foundation of any 
good program of safety, and it is the 
product of the attitudes of manage- 
ment and all other levels of the or- 
ganization. 


Knowledge Of Hazards 


Assuming the proper motivation 
and attitudes all down the line, as 
an essential first step, the second 
element in a good safety program 
involves an intelligent analysis of 
hazards and the use of the latest 
techniques to counteract hazards. In 
other words, after motivation must 
come knowledge. 

We are in a business that has cer- 
tain inherent hazards. It is essential 
that we have a thorough knowledge 
of those hazards and how to deal 
safely with them. There is an old 
saying that “familiarity breeds con- 
tempt,” but in this matter of safety 
I do not believe it applies. Familiar- 
ity removes “fear”—gives a complete 
knowledge of the hazard — and as 
such should contribute to a safe 
working approach rather than to 
carelessness as implied in the old 
quotation. 

A knowledge of hazards leads to 
the development of safe working 
methods, safe tools, and other safety 
devices. Management must assume 
almost complete responsibility in 
this field and engage in the necessary 
research to continually develop new 
and safer techniques. We must make 
as full use of the instruments of 
technology in this field as we do in 
the field of production. 

The third element in a good safety 
program—and the third great obli- 
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gation of management in this matter 
is to assume the leadership in get- 
ting the proper story and proper at- 
titudes to all levels of the organiza- 
tion—education. In assuming its 
responsibility for safety education, 
management must personalize its ap- 
proach as much as possible. Safety 
is a personal matter and all educa- 
tion programs on safety should be 
channelled as much as possible to 
the individual and not the mass. Ed- 
ucational techniques should be keyed 
to the dissemination of knowledge of 
hazards and the use of safety devices 
and safe work methods—and also to 
the development of proper “atti- 
tudes” within the organization that 
are so necessary for a successful pro- 
gram. In any business organization 
where we find the employees at all 
levels of the organization actively 
interested in safety as a means of 
preventing sorrow and tragedy to fel- 
low workers, we will find a success- 
ful safety program and a good rec- 
ord. Such a feeling must actually 
permeate a whole organization to be 
fully effective. 

And so we find that a successful 
safety program is composed of three 
essential elements: 1. proper moti- 
vation; 2. a knowledge of hazards 
and the use of the latest and most 
up-to-date aids in eliminating or 
minimizing those hazards; and, 3. 
an educational program aimed at the 
individual rather than the mass ap- 
proach. 

It is, of course, essential that we 
employ every technique available in 
the conduct of our safety programs. 
Our safety departments are doing 
that, and great progress has been 
made in the development of safety 
devices, safe work methods, and safe 
job planning. I would not want to 
minimize the importance of continu- 
ing and intensifying that phase of 
the work. But all of this work loses 
its effectiveness without proper em- 
ployee attitudes; and it is a funda- 
mental responsibility of management 
to do all in its power to influence 
those attitudes. 

Influencing employee attitudes em- 
braces the whole field of industrial 
relations and internal communica- 
tion. The problems are many—the 
techniques numerous—and they are 
not unique to the field of safety edu- 
cation. 

A person’s attitude is molded and 
shaped bit by bit, piece by piece. It 
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does not come into being suddenly, 
and is seldom the product of a single 
tremendous blow or reaction. Work- 
ers react to experiences and people. 
They react to what they read and 
hear and see. They react to the 
wages they are paid—hours worked 
—and other physical conditions. At- 
titude is affected by home life and 
is formed to quite an extent outside 
of the shop or office. Attitude is sub- 
ject to change with changing condi- 
tions. In fact, every little incident 
occurring day by day is forming em- 
ployee attitudes that will have an 
effect on safety. Some of these in- 
cidents are beyond the control of 
management, but many are within 
management’s control. 


Employee Attitudes Affect Safety 


Every action and announced policy 
of management is carefully watched 
and weighed by employees and has 
its cumulative effect upon employee 
attitudes. Actions of foremen and 
supervisors, the fairness of wages 
and working conditions, and other 
details of employment all have their 
effect on employee attitudes. A dem- 
onstration of fairness and human- 
ness by management in everyday ac- 
tions will develop an atmosphere 
within an organization that will en- 
courage proper attitudes and, there- 
fore, insure the success of accident 
prevention efforts. In fact, one could 
measure with a fair degree of accur- 
acy a given company’s employee re- 
lations by a study of its accident 
record. There is a very definite con- 
nection between dissatisfied em- 
ployees and accident-prone em- 
ployees. A happy company is a safer 
company! 

Safety is a personal matter—it is 
a human thing—and the success of 
any constructive safety program is 
dependent upon the attitude of em- 
ployees and management. Whether 
we be men of management, members 
of the rank and file, or are some- 
where in between as foremen or 
supervisors, we all have a part in 
this very important objective of ac- 
cident prevention. 

Safety and the encouragement of 
safety is our obligation—all of us. 
In this matter, as in many others, 
“we are our brother’s keeper.” It is 
an obligation we should all gladly 
assume—because safety, and the en- 
couragement of safety, is a human 
obligation. 
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power companies face a chal- 

lenge—a challenge presented by 
a problem that has been with us for 
many years. Although it may have a 
new paint job from time to time, the 
ever-present threat of government en- 
croachment into the power business 
has kept the same oid chassis and 
driving mechanism. Government en- 
croachment into the power business is 
but a part of a much bigger problem 
concerning man’s freedom. This big- 
ger problem has to do with the kind 
of society in which men live. As 
Americans, we have a duty to our fel- 
low citizens as well as to ourselves 
to help solve this bigger problem. We 
will be helping when we find an ef- 
fective solution to our own. 

In seeking that solution, let us first 
of all clear the air and prevent mis- 
understanding over words. When we 
talk of social, economic and political 
systems, we often run into confusion 
caused by the different terms people 
use to describe these systems. Basi- 
cally, there are only two systems. At 
the risk of oversimplification, we can 
say that there is on the one hand the 
system under which people rely on 
their government to do for them those 
things which they can and should do 
for themselves. Under systems of 
this kind, no matter what names peo- 
ple give them, the individual is not 
free. 

On the other hand, there is the sys- 
tem under which the individual takes 
care of himself, with a limited gov- 
ernment to maintain order and fair 
play. Under systems of this kind, 
man retains his freedom from domi- 
nation by other men. 

The choice between these two sys- 
tems is the issue that is facing na- 
tions everywhere today. It is an issue 
that has faced people throughout all 
history, perhaps from the beginning 
of time. 

All those systems under which free- 
dom is absent—where the citizens 
must rely upon government for their 
personal security—have in common 
the fact that the government either 
owns or operates the machinery. of 
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production. In all such cases the gov- 
ernment owns or operates the power 
business as part of that machinery. 

Here in America, our national phi- 
losophy places emphasis on the dig- 
nity and importance of the individual 
as distinguished from the power and 
authority of the state. We believe, as 
our founding fathers did, that man 
was created by God and that he should 
be free to work out his own destiny. 
We have reached our high standard of 
living in America because here, man 
has largely freed himself from domi- 
nation by government, and has taken 
an active part in working out his own 
destiny. 


Tendency Increases 

Over the past twenty-five years 
there has been an increasing tendency 
on the part of many Americans to 
eall upon their government to do for 
them more and more of those things 
which the individual citizen can and 
formerly did do for himself. This is 
not a party matter; in a free society 
where government is subject to the 
will of the people, when men call upon 
their government for services or for 
money the government will attempt 
to supply it. 

The irony in the case of governmen- 
tal encroachment in the power field is 
that there has never been a genuinely 
popular demand for federal power. 
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However, for a long time there has 
been a small, dedicated band of pub- 
lic power zealots who have worked 
tirelessly in promoting it. Whether 
they have the purest of altruistic mo- 
tives, or whether they view the fed- 
eralization of power as a stepping 
stone to changing our form of gov- 
ernment we cannot judge. It may be 
that some have political pork-barrel 
objectives in mind; but there is no 
doubt that there are many people who 
are sincerely convinced that “public 
ownership of power” is desirable; and 
there are others who have an interest 
in continuing to enjoy the subsidies 
granted to government power users. 

This is not to say that those in 
America who believe in so-called ‘“‘pub- 
lic power” are Socialists or Com- 
munists. Most of them are not; most 
of them are good Americans. But 
there is grave danger that without 
fully realizing what they are doing, 
these people may fall into the same 
trap that has cost many nations their 
freedom. By far the greater number 
of people are still unaware of—and 
therefore largely indifferent to—the 
dangers inherent in socialized power. 

Obviously, the problem we are dis- 
cussing is complicated and its solution 
will be difficult; but certain things 
that some companies have done in the 
past give us reason to believe that 
there is a solution available to us as 
an industry—if we are willing to 
pursue the course it indicates. 

The activities of these companies 
had their beginnings in the ’Thirties. 
At that time the electric industry was 
faced with a scarcely disguised all- 
out effort of public power advocates 
aimed at government operation of the 
power business. It had many fronts, 
it took many forms, and it was partly 
successful. 

During the early ’Thirties a new 
technique of sampling public opinion 
came into being. Two scientists in 
the field of opinion research, Dr. 
George Gallup and Dr. Claude Robin- 
son, developed a formula under which 
the sampling could be carried on with 
a high degree of accuracy. Here was 
a new tool to assist power companies 
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Of the people who expressed preference for government 
operation in a 1943 opinion survey, 50 per cent gave lower 


rates as reason.* 


in their public and employee relations 
activities. By this sampling process, 
it became possible to find out what 
people liked and what they disliked, 
and to find out what they knew and 
what they did not know about the 
power business. 

Some individual companies and 
groups of companies decided to make 
use of this new tool. They sampled 
opinion in their own service areas and 
in larger areas covering many states. 
By doing so, they learned that they 
were doing some things that people 
did not like, and they did less of them; 
they found out the things they were 
doing that people liked and they did 
more of them. That is the essence of 
good public relations. 


People Poorly Informed 


While they were doing this, they 
made another discovery. They learned 
that many people were very poorly 
informed about the power business. 
They learned at the same time that a 
large share of the unfriendly attitude 
toward the industry could be traced 
to a lack of knowledge of facts. 

For example, when a person said 
he was in favor of government opera- 
tion of the power business, the inter- 
viewer asked why. Fully half of the 
people replied, “To get lower rates.” 
This is understandable. 

In one survey, people were asked, 
“Have the electric rates here been re- 
duced much or any at all?” Only 13 
per cent said they had been reduced, 





*Forty-six per cent could name no advantages. 
Some gave two or more reasons which were in- 
cluded in different categories, accounting for 
more than 100 per cent total. 
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while 60 per cent said they had not, 
or that they had risen. Twenty-seven 
per cent had no opinion. Apparently 
people didn’t realize that the average 
price of our product—electricity—had 
been declining steadily ever since the 
birth of the industry. 

Although the average price of 
household electricity is only 34 per 
cent of what it was in 1916 while the 
cost of living is two and a half times 
as high, apparently the general pub- 
lic was not aware of this trend. The 
companies wondered whether, if peo- 
ple knew the facts, the attitude to- 
ward government operation might 
change. To find the answer to this 
question they embarked on a program 
of advertising designed to let people 
know about the power business and 
its price record. In this advertising 
they repeatedly used the phrase, “the 
average family now gets twice as 
much electricity for its money as it 
did about 20 years ago.” From the 
surveys, they found other instances 
where people were uninformed or mis- 
informed about our business. They 
designed programs to give people 
this information, too. 

Measurements of knowledge and at- 
titude were made before and after 
the programs. In every case these 
surveys showed that when the people 
had the facts, their attitude toward 
government operation of the power 
business changed. 

The groups of companies that were 
working together quickly learned that 
it was more economical and efficient 
to use national communicating media 
to present those facts and those issues 
that were common to all companies. 
The participating companies began 


Only eight years later a Mutual Life Insurance survey 
showed an overwhelming choice for electricity as rea- 


sonably priced. 


using those media because they were 
more efficient, more economical and 
more effective on this kind of issue. 

Illustrative of the kind of results 
they obtained is the response to one 
survey on the question of rates, made 
in 1943. At that time, only 19 per 
cent of the people questioned ex- 
pressed faith in the companies’ ability 
to deliver electricity at a reasonable 
price. During the next eight years, 
there was a steady increase in the 
number of people who thought local 
electric rates were reasonable. About 
the end of that period, the Mutual 
Life Insurance Co. conducted a sur- 
vey to find out what commodity peo- 
ple thought gave them the most for 
their money. The overwhelming choice 
was electric service. A survey made 
this year by Opinion Research Corp. 
indicates that 68 per cent of the 
people asked feel that electricity gives 
good value for the money. 


Facts Must Be Told 

This price story illustrates an im- 
portant point in the analysis of our 
problem. It is not enough to make 
the price fair and reasonable. The 
facts must be told. The results show 
how fairly the American people re- 
spond when they are informed. 

In the course of this research on 
public attitudes about the power busi- 
ness, some important and pertinent 
facts came to light about the kind of 
society under which we live and about 
the preservation of freedom. The pub- 
lic opinion surveys often contained 
philosophical questions. The answers 
to these questions given in the late 
*Thirties showed that a substantial 
number of people were in favor of 











1957 








rey 
ea- 


were 
and 
ie. 
sults 
one 
nade 
per 
ex- 
lity 
able 
pars, 
the 
local 
bout 
itual 
sur- 
peo- 
; for 
noice 
nade 
Sorp. 
the 
vives 


. im- 
* our 
make 

The 
show 
e re- 


h on 
busi- 
inent 
ad of 
about 
pub- 
ained 
swers 
late 
antial 
or of 








June, 1957 


some of the same social, economic and 
political principles espoused by Social- 
ists and Communists. There seemed 
to be a strong tendency on the part 
of many people to look with favor 
upon government operation and con- 
trol of the economy—a tendency on 
the part of the people to call upon 
their government to take care of 
them. 

The previous experience with the 
price issue gave reason for the belief 
that these attitudes could also be 
traced to a lack of knowledge of facts 
—in this case facts about our Ameri- 
can capitalistic system, about how 
wealth is produced, about profits, divi- 
sion of income, the place of machinery 
in our economy, and the fact that ma- 
chinery has to earn a fair return in 
order to encourage people to use their 
savings to buy more machines. Some 
exhaustive research was carried on to 
see if this was so. 


Economy Questions Asked 


People were asked fact questions 
about our economy: How much are 
profits? How much should they be? 
How is income divided between the 
employees and the owners? Are you 
for or against machinery? Do ma- 
chines put people out of work? Does 
government produce wealth? Anal- 
yses of the answers given to these 
questions of fact revealed a great lack 
of knowledge on the part of many 
people. 

The results showed that when peo- 
ple are informed as to the facts about 
our American economy, they tend to 
believe in the free enterprise system; 
but, when people are uninformed as 
to the facts about the capitalistic sys- 
tem, they tend to believe in collec- 
tivism—the. system under which gov- 
ernment operates the economy. 

This was a situation similar to the 
one encountered on the price issue. 
Uninformed people were thinking in 
terms of government operation of the 
economy. This fact gave reason to 
believe that if they were informed, 
they would favor the principles of 
free enterprise. 

To see if this reasoning was valid, 
experiments were conducted here and 
there, in this town and in that one, 
in this company and in that company, 
among this group of employees and 
that. They tried various means of 
communication—advertising booklets, 
lectures, conference techniques — to 
determine the relative efficiency of the 
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different ways of communicating with 
people. The interesting fact is this: 
In every case, as people learn more 
about our American free enterprise 
system, they tend to become more 
strongly in favor of it, and they tend 
to refrain from calling upon the gov- 
ernment to do for them those things 
which they can do for themselves. 

These efforts have established an 
unshakeable correlation between in- 
formation or the lack of it, and basic 
philosophical beliefs. Today we as 
an industry are faced with a philo- 
sophical problem which is as old as 
time itself. This philosophy of “gov- 
ernment take care of me” and the loss 
of freedom inherent in it has plagued 
mankind since the beginning of his- 
tory. It is an evil thing. 


Future Appears Brighter 


Here, in this research, was to be 
found a possible means to keep that 
plague from striking America. Many 
of us then began earnest efforts to ex- 
plain the facts about our American 
economic system. Since we began 
that work, we have been encouraged 
by the gradual but significant im- 
provement which has been taking 
place as revealed by regular surveys. 
Much has been accomplished. For this 
reason there is room for optimism 
about what can be done in the future. 
This research has indicated that pos- 
sibly the solution to our problem is in 
our hands. We have the facts and we 
have the various ways of communicat- 
ing them to others. For years peo- 
ple in the power industry have been 
asking themselves “Why does gov- 
ernment encroachment in the power 
business continue today despite our 
excellent record in the areas of en- 
gineering, finance, sales, economics, 
price, and service? Why does it con- 
tinue despite the fact that a substan- 
tial majority of our people don’t want 
it?” 

Perhaps now it is safe to say, on 
the basis of this research that has 
been done, that it continues because 
the great majority of the American 
people are unaware of these basic 
facts: 

1. Government gives tax money 
without interest to Federal 
power projects, which are purely 
commercial operations. 

2. Government lends tax money to 
further these commercial power 
operations at an interest rate 
below the market price. 
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3. Tax discrimination. 

4. Preference or discrimination in 

the sale of government power. 

In the case of TVA, for example, 
the Federal government has given $1.4 
billion of taxpayers’ money for the 
building of power facilities. The gov- 
ernment charges no interest and TVA 
pays no interest on this money. In 
other cases, the Federal government 
lends tax money for the building of 
power facilities and charges an in- 
terest rate which is less than the value 
of the use of the money. 

Government power projects pay no 
Federal income taxes at all. In most 
cases, government power projects pay 
no local taxes. Only two projects pay 
anything in lieu of local taxes, and 
those payments are considerably less 
than the taxes paid by companies. On 
the basis of per cent of gross plant 
investment, TVA for example pays in 
tax equivalents about 1/22 of all the 
taxes that power companies pay. 

The preference clause is a device 
under which the 80 per cent of the 
American people who get their power 
from taxpaying power companies are 
discriminated against in favor of the 
20 per cent who get their power from 
a supplier exempt from Federal taxes. 
As will be shown later, government 
subsidies enable government power 
projects to sell power below cost at 
the expense of the nation’s taxpayers. 
The preference clause states that pub- 
lic bodies and cooperatives shall have 
preference in the purchase of this 
subsidized government power. Thus, 
the preference clause tends to perpet- 
uate and expand the evil. It encour- 
ages the formation of even more tax- 
free groups. Now, when our govern- 
ment expenditures are at a record 
level, equitable sharing of the na- 
tion’s tax load seems imperative. 


A Look at TVA Operation 


TVA is a good example of a gov- 
ernment power project. An analysis 
of the TVA power business will show 
how the factors under discussion en- 
able government encroachment to con- 
tinue despite the fact that it is 
against the will of the majority. 

1. TVA has changed. The com- 
plexion of TVA has changed over the 
years. Originally, it was intended to 
be a project for the building of a 
series of dams primarily for flood con- 
trol in the Tennessee Valley and navi- 
gation on the Tennessee River. All 
but 1 per cent of TVA’s electricity 
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In 1939, all but 1 per cent of TVA’s electricity was hydro 
power. Today 75 per cent of its total generation is by 


steam plants. 


was hydro power in 1939. Electric 
power generated at these dams was to 
be “incidental” to the primary func- 
tions because it was believed then that 
under our Constitution the Federal 
government could not build power 
plants for the sole purpose of gen- 
erating and selling electricity. The 
incidental electric power was to be 
sold to the people of the area. 

The TVA Act does not authorize 
TVA to build steam plants. The gen- 
eration of power for sale is a busi- 
ness, and, like all businesses in Amer- 
ica, is a function of its citizens and 
not of the government. 

2. How the TVA Project Has 
Changed Since 1939. Now, about 75 
per cent of TVA’s total generation is 
by steam plants. Most of the growth 
of steam power has occurred since 
1950. Not only has the project as a 
whole been growing in size at a rapid 
rate, the relative size of the power 
portion has grown as well. In 1939, 
59 per cent of the investment was in 
power facilities. In 1956, that figure 
had risen to 82 per cent. A substan- 
tial part of the power investment is 
devoted to the sale of power to Fed- 
eral agencies such as the Atomic 
Energy Commission (AEC). 


Big Federa! Business 

And so we have in TVA now a proj- 
ect whose dominant purpose is the 
generation and sale of electric power. 
The Federal government is in the 
power business in a big way, operat- 
ing on subsidies provided with the 
taxpayers’ money. To get an idea of 
the extent to which TVA is subsidized, 
let us see the effect of removal of two 





Public opinion polls indicate lack of general knowledge 
on the tax question, but among those who know the facts 


the majority are opposed to tax discrimination. 


of the subsidies, namely, cost of money 
and taxes. Considering no other sub- 
sidies, let us apply to the power op- 
erations of TVA exactly the same 
rules that are applied to America’s 
power companies. 

To finance the building of power 
facilities to serve their customers, 
electric utility companies borrow 
money on the free market. Let us 
assume that TVA raises its funds in 
the same way, in the traditional free 
enterprise fashion. 

Let us assume also that TVA pays 
taxes just as the power companies do, 
instead of enjoying an exemption 
from Federal taxes. These taxes, like 
all other costs of doing business, are 
ultimately paid by the consumer. Let 
us make a theoretical adjustment that 
would enable the people of the Ten- 
nessee Valley area to pay their full 
share of these taxes just as customers 
of the power companies do. 

We find that if we make these ad- 
justments, TVA’s rates would have to 
be nearly doubled in order for it to 
break even—except the rate charged 
to the AEC. (This rate is already 
about the same level as the rates that 
power companies charge the AEC. 
Thus the taxpayers, who own AEC, 
subsidize TVA but get none of the 
subsidy back in the electricity they 
buy from TVA. All the other users 
of TVA power are getting it at about 
half-price—at the expense of the na- 
tion’s taxpayers.) The government 
has found no new way to make elec- 
tricity. It is simply that the govern- 
ment sells its electric power at less 
than true cost. 

Our experience indicates that only 


a few people know that the TVA has 
never been declared constitutional. 
Only two cases regarding the TVA 
have been decided by the U. S. Su- 
preme Court. In the Ashwander case, 
decided in 1936, this court upheld the 
right of TVA to purchase transmis- 
sion lines from a power company in 
order to transmit power from the Wil- 
son Dam which had been constructed 
during World War I as a national de- 
fense measure.* In 1938 in the “19 
Companies” case the Supreme Court 
dismissed the case with the statement 
that the companies had no standing 
to maintain the suit. 


Few Know of Inequity 

A very small number of people 
realize that the Federal government is 
lending money to other power proj- 
ects at an interest rate below the 
market price. 

In a survey made this year by 
Opinion Research Corporation this 
question was asked: “Does TVA pay 
taxes the same as private companies 
do?” Only 36 per cent of the people 
know that TVA does not pay taxes the 
same as the power companies. Sixty- 
four per cent do not know this fact. 
Then this question was asked: “Do 
you think TVA should or should not 
pay taxes the same as the power com- 
panies do?” Of those asked, 54 per 

* The issue of generating power at steam plants 
was not presented to the Court for decision. 

In the Ashwander Case, Justice Butler ques- 
tioned TVA’s lawyer, John L. O’Brian, as to the 
use of steam plants. 

O’Brian said: “. . . That steam plant is not in 
this case. . . . There is nothing in this record to 
show that the Authority ever intends to use it 
for the purpose of generating power for sale, and 
I disavow any such intention at this time.” 

Justice Butler commented, “I know, but you 


assert the power, do you not?” 
O’Brian replied—‘“No; I do not.” 
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cent say it should. Twenty per cent 
have no opinion. What would their 
opinion be if they knew they were 
being taxed more than otherwise be- 
cause TVA is not taxed? 

Then this question was asked: “Do 
city-owned plants pay Federal taxes 
the same as private companies do?” 
Only 17 per cent of the people asked 
knew the right answer to this one. 
Over four-fifths of them were unin- 
formed or misinformed. 

Can there be any stronger evidence 
of the relationship between knowledge 
of facts and opinions? We have those 
facts. Are not the people we serve 
entitled to them? 


Must Present Facts 

Here again we observe a strong cor- 
relation. There is a lack of knowl- 
edge of fact on the tax question; there 
is also evidence to indicate that the 
American people are opposed to this 
tax discrimination when they are in- 
formed as to the facts. The key to 
the solution of our problem is telling 
the facts to the people. This dis- 
crimination will stop when American 
people want to stop it. They will want 
to stop it when they are informed. 
They will be informed when we re- 
solve to tell them. 

The Washington Water Power Com- 
pany went through an important elec- 


’ tion in Stevens County a year or so 


ago. The issues there were clearly 
presented on both sides. The com- 
pany had some surveys made to see 
how it stood, and found that through- 
out the whole company, only 23 per 
cent of its customers knew the facts 
about this tax issue. But the people 
of Stevens County were better in- 
formed as a result of the election cam- 
paign. About 43 per cent of the cus- 
tomers in Stevens County were cor- 
rectly informed about taxes. Why do 
we have to wait to have a Stevens 
County election to inform people on 
this important question? 

People are also uninformed on the 
question of preference. In this year’s 
survey, this question was asked: “Do 
all groups have an equal chance to buy 
electricity from a Federal project?” 
Only 18 per cent of the people ques- 
tioned knew the facts. Again, over 
four-fifths of our people are unin- 
formed or misinformed on this ques- 
tion. Furthermore, the survey shows 
that when people are informed, 69 per 
cent are opposed to the preference 
idea. The reason we still have pref- 
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erence is that we haven’t informed 
people. The fault is not theirs—it is 
ours. 


Encroachment Reasons Traced 


These studies and surveys enable us 
to trace the reasons for continued gov- 
ernment encroachment to a lack of 
knowledge of facts on the part of a 
substantial majority of the American 
people. Our duty seems clear. It is 
to tell people the facts. 

Each of us here must decide for 
himself what he will do on these im- 
portant matters. We have within our 
hands valuable tools with which we 
can cope with government encroach- 
ment into the power business. What 
is more important, these same tools 
can help in dealing with the bigger 
problem involved in the trend toward 
a system where people depend upon 
government and not themselves for 
their personal well-being and security. 
Knowing this, our task seems clear. 

First we have an obligation to our 
employees. We should measure the 
extent of their knowledge and _ in- 
formation on the American economic 
system and on the power business. 
This will be the bench mark which we 
lay down so that progress can be 
measured in the future. We should 
then set up a series of information 
courses to be given to our employees 
which will cover the following sub- 
jects: 


1. The American Economic System; 
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2. The History of American Free- 

dom ; 

3. The Power Business. 

When we come to the power busi- 
ness, we should give our employees 
information on both the economics of 
the power business and the issue of 
business-managed vs. politically man- 
aged power. Both are essential to a 
good basic understanding of the prob- 
lem. 

At periodic intervals we should re- 
measure the knowledge of our em- 
ployees on the basic facts about our 
system and about the power issue. We 
should strive to reach a goal of 80 
per cent in realization of the facts. 
If our employees have the facts about 
these issues and about our economy 
and about American freedom, we have 
reason to believe that they will want 
to keep that system and that they will 
want to do the things necessary to 
keep it. 

We should also measure the knowl- 
edge of three other groups—stock- 
holders, opinion leaders and the gen- 
eral public. We should make every 
effort to bring their understanding up 
to a satisfactory level. 

These activities are important— 
more important, perhaps, than we as 
an industry have in the past recog- 
nized. There can be no more impor- 
tant or necessary part of the sales 
picture than price; that is an ele- 
mentary principle which has been rec- 
ognized by economists ever since men 
first began selling things to each 
other. We discovered many years ago 
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that it was not enough to make the 
price of our product low. In addition, 
- our customers must know that it is 
low and that it is fair; and that is 
quite another matter. 

It is a fact that effective selling is 
inseparable from public relations. Un- 
less an atmosphere favorable to the 
sale exists in the mind of the cus- 
tomer, the potential sale becomes diffi- 
cult, if not entirely impossible. If 
more people knew more about our 
business and the economic principles 
affecting it, the task of our sales 
forces would be easier. 


Bookkeeping Shuffle 


Sometimes our rates are compared 
with subsidized government power 
rates with the implication that our 
price is “high” or that we are not 
operating as efficiently as men in 
government. People should know that 
so-called “public power” is not cheap 
power; it is just that large portions 
of cost are absorbed by government 
subsidy. Considering the nation’s 
electric customers as a group, they 
pay no less for government power 
than for power generated by Amer- 
ica’s tax-paying power companies. It 
is only a bookkeeping shuffle that 
makes it appear so. 

An understanding of this fact is a 
basic part of creating a climate of 
understanding which will enable our 
companies to continue to sell power 
as we have in the past. Let us not 
toss this effort off as some kind of 
frill which we do not need; it is an 
integral part of the sales process. 


Responsibility Is on Industry 


Beyond this basic critical need as 
part of the sales process, there is an- 
other reason prompting us to tell the 
facts about our business. We as lead- 
ers in the power business have a re- 
sponsibility to the society in which we 
live — a responsibility greater than 
that of other businessmen because we 
know more about the problem. We 
have faced it; we have developed the 
means to cope with it. We have evi- 
dence to indicate that the solution is 
in our hands. 

We have discovered that there are 
relatively few people in this country 
who are aware of the significance of 
trends toward government in business, 
as exemplified by the situation we find 
in our industry. It seems that most 
of the leaders of thought and action 
have not yet realized where this 
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course will lead. The duty resting 
upon the few who do know therefore 
becomes greater. We who are aware 
of what is happening must always do 
more than our share. If we fail, if 
as a nation we drift into patterns 
which spell the end of our freedom 
and achievement, the blame will not 
fall on those who did not know it was 
coming. Rather, those of us who had 
the power to give the alarm but who 
failed to do so will be the ones re- 
sponsible. 

Even so simple a thing as telling 
the people you serve that you are a 
company can produce dramatic re- 
sults. 

This year’s survey showed that 24 
per cent of the company customers 
tested did not know that they were 
being served by a power company. 
Again in this instance the unin- 
formed people tend to favor govern- 
ment operation. When they know that 
they are being served by a company 
they favor company operation. 

This year 56 per cent of the people 
favor business operation of the power, 
facilities. By the mere fact of telling 
the people that it is a company that is 
serving them, we can increase that 
percentage to 68, and reduce the per- 
centage favoring government opera- 
tion from 37 to 27. 

Having realized our responsibility 
it becomes our first duty to inform 
our own employees as to the facts on 
these issues. They will become bet- 
ter Americans because of it. 

But there are other groups which 
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we can also reach. We have our 
friends among the community leaders 
who might like to know about the ex- 
perience that our industry has had in 
informing people about the benefits of 
our American free enterprise system. 
They too might want to inform their 
employees in the same way. 

Also, there are the stockholders; 
they as the owners of our business are 
entitled to know the facts that we are 
discussing here. The opinion leaders 
in the community want to know about 
our business and about these issues. 
Also, our customers are interested in 
these facts, since they depend on us 
for their service. We should find out 
whether for example only 25 per cent 
of these people know the facts and 
75 per cent are uninformed. 


Civilization Could Be Lost 


If an operating company experi- 
enced 75 per cent losses, the president 
would undoubtedly call the chief en- 
gineer and say, “Bring me a plan to 
correct this,” because 75 per cent 
losses would present a dangerous situ- 
ation. Here we have 75 per cent of 
the people uninformed on the basic 
issues that could mean the loss of the 
company’s whole property if allowed 
to continue. A lack of information on 
the part of many people on basic eco- 
nomic questions could lead to a loss 
of political and economic freedom; 
that in turn could mean the loss of re- 
ligious freedom and disappearance of 
Christianity—even loss of the civiliza- 

(Continued on page 224) 
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Consumer Attitudes Toward 
the Electric Industry 


By Kinsey M. Robinson 


Chairman of the Board and President, The Washington Water Power Co. 


An address before the 25th Annual Convention of the Edison Electric Institute, 


N this great assembly year after 
l year, it is quite natural that we 

include in the list of serious sub- 
jects the recurring problem of the 
consumer. Therefore, again today 
we wish to give the customer our 
consideration; and we may well ask, 
how does the electric industry stand 
with its public? Do latest barom- 
eter readings show fair or stormy? 
Are the winds of consumer sentiment 
mild, or is it possible that adverse 
groups have lowered attitude a few 
degrees? Surely there is not one 
of us in this room but who asks him- 
self, have we made headway over the 
past year, toward survival; or like 
Napoleon’s historic retreat, are we 
now compelled to pause at a new 
position in order to reappraise our 
manpower, and to again take stock 
of our resources? 

There seems to be no absolute 
answer to these questions. 


Gains and Losses 

Actually, as the years go by, Fa- 
ther Time has contributed both gains 
and losses. It is the long haul we 
are concerned with. A few of us, 
as a result of accomplishment, may 
feel satisfaction. For myself, how- 
ever, as I stand before you I must 
admit that despite the blessings of 
growth and opportunity, there are 
sufficient signposts pointing ten 
years ahead to make each of us dis- 
turbed. I do not stand alone in this 
conviction. 

When I chance to meet an ac- 
quaintance on the street, such as 
from the steel industry; or when I 
meet a railroad executive, or one en- 
gaged in manufacturing, a question 
is usually asked. It is this: “How 
are things going with you, Kinsey?” 
And somehow I sense an awareness 
that the other fellow is referring to 
the controversy which seeks to de- 
stroy the electric industry. In two 
sizeable areas in the United States, 
private utilities have already been 
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destroyed. Most of our business as- 
sociates know all too well that we 
face a fire that is not under control. 
And though the handshake is one of 
friendliness, there seems to exist a 
real concern regarding our conflict; 
and it always comes—well—it comes 
as a dash of bitters. For no matter 
how many critical situations I have 
passed through, and some of them 
successfully, the fact remains that 
our road ahead is on the up-grade 
and stormy, just as it has been in the 
past, if we care to look behind. 

And it occurs to me that there are 
three principal questions which may 
be held up for consideration. These 
questions are as follows: 

First, I would ask if any single 
company is exempt from the type of 
propaganda which floods the nation 
today. This question calls for some 
introspection; for if any company is 
exempt, then the rest of us can bet- 
ter understand why more is not be- 
ing done regarding our survival. 

Secondly, I would ask, to what ex- 
tent is the public itself affected by 
adverse information? Do our cus- 
tomers nod in agreement when mil- 
lions of newspaper articles or threats 
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in radio repeat some damaging half- 
truth? Does the consumer see 
through this glitter of propaganda, 
or is he slowly accepting it? 

The third question I would discuss 
for a few moments has to do with 
private utility efforts to counteract 
this adverse propaganda. Has pri- 
vate management made progress to- 
ward a unified viewpoint? Now and 
then the advice is given that we 
should let well enough alone. Some 
leaders say that the disparagement 
of others only worsens matters. Some 
may believe that the consumer is not 
taken in by this dense cloud, that he 
accepts it for what it is—sheer 
propaganda. Others may believe 
that the consumer does slowly ac- 
cept it. Therefore, our third ques- 
tion asks, is it better to fight or to 
run? What would happen if this 
great assembly resolved here and 
now to do more about our serious 
problem of survival than we did yes- 
terday, and much more than we are 
doing even here today? 


Forming Public Opinion 


Does propaganda leave our cus- 
tomers convinced or confused? It is 
unfortunate in a way, that we live in 
an age of propaganda, and that the 
population can be maneuvered by a 
few master minds. Public opinion 
is no longer formed by the slow 
process of shared experience. A 
small group with brilliant minds and 
aggressive spirits often conceives a 
plausible goal. From this humble 
beginning, the idea spreads. Slo- 
gans are formed, and the public is 
deluged with catch-phrases and ben- 
efits. It is only natural that hand in 
hand with active propaganda, an ag- 
gressive enemy will try to silence the 
opposition. 

In the State of Washington this 
past session of the Legislature a few 
law-makers, in a hurry to reach the 
socialist goal (which is death to the 
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private utility), introduced a bill 
which would make it illegal for any 
employee or official of a private com- 
pany to criticize a PUD. It would be 
illegal to criticize either electric 
rates, or to infer that the PUD might 
be socialistic, or to say anything 
that may cause discontent with pres- 
ent customers, or which might cause 
the voters to reject the formation of 
a new PUD under consideration. 
The penalty was to be two years in 
prison, and up to five thousand dol- 
lars fine for both employee and for 
company officials. And while I am 
glad to say this bill did not get very 
far, it does give us something to 
think about. 


Perversion of Principles 


The basic principles of Ameri- 
canism, the foundation stones upon 
which our country was built, seldom 
bother these extreme advocates of 
public power. Freedom of speech 
they assume is for themselves, and 
for them alone. Democracy is in- 
terpreted as public ownership. Truth 
is upheld only when it is favorable 
to the socialist cause. The formula 
of these skilled propagandists is to 
take credit for benefits which came 
from private industry. It means that 
our enemies constantly smear us. 
But, if propaganda fails, if it proves 
unsuccessful, these zealots who seem 
to thrive in a climate of discord 
would resort to the strong arm of the 
law. And we ask ourselves a ques- 
tion in elementary psychology. 

Is it possible for Mrs. Jones living 
across the street, or the attendant at 
the service station, or the business- 
man in his office—all of them cus- 
tomers of every utility in America— 
to read poisonous reports day after 
day; to hear charges of private 
utility greed and corruption; to 
catch the inference that private utili- 
ties are retarding progress; that 
they are wasting natural resources; 
that there is manipulation going on 
in finance; or illegal influence upon 
public officers—I say, can our cus- 
tomers hear and read all this with- 
out believing some of it? 

It must not be forgotten that 
former President Truman received 
24,000,000 votes when he last ran for 
the nation’s highest office. And when 
he stood erect—as straight as he 
could stand—and said that the pri- 
vate utilities were spending millions 
of dollars wrongfully, and should be 
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investigated under the Corrupt Prac- 
tices Act;.when he said that his heart 
bled for people whose life was “be- 
ing skinned out of them by private 
companies,” I am quite sure that 
someone was listening. And the 
sixty-four dollar question is, just 
how many did listen? 

Last week I picked up one of our 
western labor papers. With cus- 
tomary bitterness, the paper ap- 
parently endorsed an amendment to 
the Federal Power Act which would 
regulate powers of the Commission, 
so as to prevent another Hells Can- 
yon decision favorable to private 
utilities. The article did not mince 
words. 

But there are other kinds of propa- 
ganda reaching our customers. For 
example, a series of public affairs 
pamphlets are being offered for sale 
to the consuming public. I counted 
ninety-one pamphlets on the list, and 
on the cover of one entitled “The 
Case for Competition in Electric 
Power,” there appeared this disarm- 
ing paragraph, and I quote: “For 
twenty years public affairs pam- 
phlets have stood for the best in pub- 
lic service. You can rely on their 
accuracy, timeliness and readability. 
They have long been utilized by or- 
ganizations, civic groups, churches 
and schools.” 

The first few pages of this disarm- 
ing approach were readable and fair. 
But the next twenty-eight pages were 
something else again. They told of 
monopolistic conspiracy; failure of 
regulatory commissions to have 
jurisdiction; the people’s_ revolt 
against corruption and monopoly; 
the coming of TVA which led the en- 
tire nation out of their bondage of 
high rates; efficiencies inherent in 
public power; and the corrupt propa- 
ganda of private management to pre- 
vent the blessings of a high Hells 
Canyon development. There are 
literally thousands of such blasts 
flooding the nation. 


Congressional Investigations 


But even more serious is the flow 
of news releases coming from many 
sources, including governmental 
groups. 

Personally, I would hesitate to say 
that the many Congressional inves- 
tigations into private utility opera- 
tion today are motivated by political 
objectives. I dislike to admit even 
to myself that men elected to public 
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office, supposed to be honorable and 
having integrity, would spend thou- 
sands of taxpayers’ dollars to in- 
vestigate some shoddy premise, and 
waste countless hours of time for the 
purpose of intimidating private utili- 
ties and forcing them to silence. 

Certainly it is well-known that ex- 
treme public power groups have 
urged Congress to silence private 
management. A ‘recent issue of 
Public Power magazine asserted that 
the private utility program could be 
stopped and forestalled by what was 
termed “pitiless publicity and by 
Congressional investigations.” The 
April issue of Rural Electrification 
magazine also demands Congres- 
sional action. The April magazine 
openly says that “Rural electric lead- 
ers have on numerous occasions 
called for federal investigation of 
private utility influence peddling and 
dishonest advertising.” The maga- 
zine went on to say that resolutions 
were passed at the last meeting, first, 
to “ban dishonest advertising under 
the Fair Trade laws”; secondly, to 
“amend the Federal Power Act to 
forbid the deduction of propaganda 
as an expense chargeable to custom- 
ers”; and thirdly, to “amend the 
Internal Revenue Act to forbid the 
cost of propaganda in computing cor- 
poration income taxes.” 


Both Sides of the Question 


Of course, it may be coincidental 
that present investigations and the 
public power demand for them occur 
at this particular time. All I will 
say is this: If these committee in- 
quiries, and others probably yet to 
come, are seeking after truth; if 
they are honest of intent, then both 
sides of the question should be look- 
ed into. There is no other possible 
way to arrive at the truth. 

One Congressman, after a recent, 
and I may add, expensive hearing, 
as to a few simple booklets prepared 
and distributed by private utilities, 
had this to say. I would like to quote 
him directly, because his remarks in- 
fer a sad absence of integrity some- 
where. Quote: “. . The report 
leaves an impression of a deliberate 
attempt through the use of taxpay- 
ers’ money to create and publish 
propaganda regardless of the facts, 
which will result in destroying pri- 
vately owned, in establishing public 
ownership of, electric facilities.” 
The report went on to say that this 
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appears to be part of a studied effort 
to establish policies which will ulti- 
mately give us government owner- 
ship. 

On another occasion after testi- 
mony had been given before a capa- 
ble governmental committee by a 
public power witness, one of the Con- 
gressional members made _ similar 
comment. He said, “I have heard a 
lot of testimony in my time, but I be- 
lieve I have never heard one that has 
been quite as arrogant and seem- 
ingly to me biased and... unfair.” 
This legislator went on to say that 
all private utility people could not be 
as bad as the public power represen- 
tative said they were, and it was re- 
marked that it would be something to 
worry about if the TVA spawned the 
type of arrogance which this public 
power representative advocated. 


An Effective Tongue-Lashing 


I have still another comment I 
should like to read. It comes from 
a representative from the State of 
Iowa and is in answer to a letter 
from the local president of the Na- 
tional Hells Canyon Association. 
Here is a tongue lashing that should 
be given wider publicity. I quote: 
“Normally, I would not waste my 
time in answering a letter so full of 
errors and misstatements of facts. 
However, when people like you 
solicit and collect money to pay for 
the issuance of misleading and er- 
roneous statements to the public for 
the purpose of influencing elections, 
and the promotion of federal power 
empires, I feel an obligation to the 
American people to present the true 
facts ....”’ The letter goes on as 
follows: “I wonder if your errors 
and misrepresentations are typical of 
the literature used throughout the 
Northwest in efforts to elect candi- 
dates favorable to Hells Canyon and 
a federal power empire . . . I per- 
sonally would not be proud of hav- 
ing been elected through such ef- 
forts.” 

With so much one-sided propa- 
ganda released for public consump- 
tion, we may now ask, how does the 
consumer himself react to it? 

The truth is, the consumer is not 
too much concerned. I am convinced 
that these consumers whom we talk 
about are not enemies of big busi- 
ness, and are not inclined to become 
such. The customer does not hate 
private utilities. He is not turning 
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into a socialist—at least not while 
in his right mind. Upon more than 
one occasion I have expressed the be- 
lief that the American people are 
basically fair and honest and that 
they can be depended upon to make 
sensible decisions if they are in pos- 
session of all the facts. It is a ten- 
dency on the part of the public to 
live in peace. People are inclined to 
feel helpful and kindly toward others 
about them. They value the institu- 
tions they must live with. Irresponsi- 
ble efforts to create prejudice, to 
create revolution, are often seen 
through as flimsy and dishonest af- 
fairs. Open hostility against a busi- 
ness firm has resulted more than 
once in sympathy for the besieged. I 
repeat, the public will not be de- 
ceived if given the facts. 

A 1955 survey of public opinion 
showed that the favorable trend to- 
ward business management had in- 
creased during the past dozen years, 
while opinion regarding government 
ownership had gone down. True, the 
public has not been entirely deaf to 
the rumblings of public power. Peo- 
ple would like continued government 
regulation. There is still some sus- 
picion, some doubt. But a great ma- 
jority say that rates are reasonable; 
service is good; and people are over- 
whelmingly convinced that socialism 
would be a bad thing. 


Oregon and Washington Surveys 


Two careful surveys have been 
conducted in Oregon and Washing- 
ton, following the last election, to 
learn if the voters actually wanted 
public power. A rumor got started 
somewhere — perhaps by public 
power election winners themselves— 
that a majority vote was a mandate 
of the people for public ownership. 
This viewpoint has been echoed 
across the nation. The company 
wanted to get the truth about this 
question, and I can report that the 
survey certainly did not bear out 
public power’s typically inaccurate 
propaganda. 

In Washington, for example, only 
16 percent of the voters said that 
power influenced their vote for U. S. 
senators. Only five percent said 
power influenced their choice of con- 
gressmen. This survey showed that 
only twenty percent of the voters 
thought the Federal Government 
should do all the dam building in the 
Pacific Northwest, while fifty-three 
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in each hundred favored private in- 
dustry’s going ahead with its con- 
struction programs. In the State of 
Washington, eighty-five percent of 
voters considered the cost of elec- 
tricity satisfactory, while only eleven 
percent were critical. To the 
straight-forward question: “Do you 
favor private ownership, or govern- 
ment ownership of the electric in- 
dustry?” only fifteen percent fav- 
ored government ownership, while 
forty-five percent were favorable to 
private operation. The PUD cause 
was favored by only two percent 
opinion. Certainly there was no 
mandate for public power in Wash- 
ington State, and Oregon voters are 
likewise sound in their thinking. 


Clear-Cut Election Results 


Public opinion surveys can occa- 
sionally be wrong, however, but cer- 
tainly not elections. President Eisen- 
hower and his partnership policy, 
which attempts to restore the power 
business to a sensible basis, with all 
segments participating, produced a 
vote count that speaks for itself. The 
opposition ticket failed to carry a 
single one of the so-called public 
power states. 

During a ten-year period from 
1946 to 1956, there were 207 clear- 
cut elections on the subject of pub- 
lic power, and private utility opera- 
tion won 173 of these elections, rang- 
ing over 32 states. In the first six 
months of 1956, investor-owned com- 
panies defeated government power in 
ten out of thirteen elections. Fed- 
eral Power Commission and EEI 
records show that 4,298 towns have 
tried municipal ownership at one 
time or another, and that by 1955 
only 1,991 had survived, by the con- 
sumers’ choice. 

In Canton, S. D., consumers voted 
two to one to have service from a 
private company. In Granite Falls, 
Minnesota, the Northern States 
Power won a similar election. In a 
free election at Ogdensburg, N. Y., 
the citizens of that community voted 
to receive their electric service from 
the Niagara Mohawk Power Corp. 
Members of the Sandy Cooperative, 
in Oregon, voted 571 to 99 to sell 
their electric properties to the Port- 
land General Electric Co., and so on. 

Perhaps one of the clearest and 
strongest examples of consumer pref- 
erence for private utility service 
came from Stevens County, Wash. 
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Here the law actually prohibits the 
dissolution of a PUD once it is or- 
ganized. The PUD is in the saddle 
to the end of time, if it wants to 
stay there. But the people of Stevens 
took the trouble to learn the facts, 
and public pressure and nothing else 
forced the PUD commissioners to 
put the issue to a vote. This was 
something new in Washington. On 
election day, turning deaf ears to 
promises by the PUD commissioners 
to give lower rates, the people voted 
71.4 percent for private operation. 
One precinct in a municipal owner- 
ship town voted 88 percent for the 
private company. PUD commission- 
ers, even in their own precincts, 
didn’t have a chance. Once the peo- 
ple knew the facts, they were fear- 
less in expressing themselves. 

Now, we ask, are people getting 
the facts? 


Three Socialist Rules 


As to this aspect of public power 
progress, I must say that private in- 
dustry is not doing so well. Three 
important socialist rules have been 
in effect working against us. They 
are as follows: 

First, never call an idea or pro- 
gram socialistic. Talk about pen- 
sions, compensation, health, insur- 
ance, welfare, but not socialism. Rule 
Number Two—launch the program a 
bit at a time. Do not frighten the 
people by showing them the whole 
program at one time. Rule Number 
Three—assure the common people 
their rights will be protected. Tell 
them whatever is done will be done 
for the further well-being of the 
average man, the little fellow. 

So the public power advocate con- 
ceals his true motive today. Rather 
than talk about socialism, he talks in 
terms of comprehensive river de- 
velopment, about the global race for 
power, with America lagging behind. 
He talks about low-cost electricity to 
attract industries; and about de- 
mocracy, which restores resources to 
the people. 

In these respects the consumer is 
being led astray. I am sorry to ad- 
mit it, but the fact remains. While 
the voters express strong opposition 
to socialism and to public power on 
one hand, they are being led down 
the back street to socialism by other 
means. There is pronounced grow- 
ing acceptance of “mixed economy” 
today, especially among the farm and 
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labor groups. Only a small percent- 
age in each hundred customers have 
ever heard of the preference law. 
Only a small percentage understands 
the inconsistency between hundreds 
of millions spent on TVA and so- 
called low rates in that area. People 
see no discrepancy regarding TVA’s 
slow industrial growth, and the po- 
litical implications of a bureau which 
is now maneuvering for unlimited 
power. Truly it is a tragic reflection 
upon all of us that the consumer, 
who is on our side to start with, has 
been left in the dark as to what is 
going on. The consumer has listened 
to the siren’s song and has moved 
perceptibly toward statism in the 
past several years, and we have not 
made sufficient effort to halt it. 
When it comes to the third ques- 
tion—should the electric industry 
make greater effort to achieve pub- 
lic understanding—there are two im- 
portant considerations. The first has 
to do with aggression against our 
enemies. I do not think anyone in 
private industry wants to say or do 
anything which will reflect unfavor- 
ably upon the many honorable repre- 
sentatives in government who come 
from areas of public power. I do not 
think we should slur the many splen- 
did friends who happen to live in 
areas of public power. We have no 
quarrel with them; we believe there 
is a place for the beliefs and honest 
opinions of everyone in this great 
land. Municipal ownership has been 
in existence since 1882, the first 
year of modern electric service. 
Surely we prefer to live and let live. 


The Big Lie 


However, the question of what we 
should do about the extreme advo- 
cates of public power is another mat- 
ter. They are bitter. They are hos- 
tile. The public is not learning the 
truth. Even Hitler is credited with 
the saying that a lie told often 
enough becomes in the minds of hon- 
est people a standard of truth. Henry 
Hazlitt has said that to make no 
counter-attack against the fanatic 
is to adopt losing strategy. There- 
fore, can we afford to sit quietly and 
allow untruths about the industry to 
flood the nation? 

Specialists in the field of psy- 
chology are not so sure that name- 
calling and charges against the 
utility are falling upon deaf ears. 
Little by little, the drop of water will 





June, 1957 


wear away the hardest stone. Some- 
one must start to challenge the radi- 
cal. 

People are compelled to think and 
act tomorrow with thoughts that are 
planted in their minds today. If ex- 
treme advocates of public power 
start something about rapid tax 
write-off or tell our customers that 
comprehensive development is a good 
thing; and that private companies 
ignore such development for selfish 
reasons, there is bound to be some 
kind of prejudice. A false impres- 
sion is being given, and it is up to 
somebody to straighten it out. 

I think we should not overlook the 
fact that extreme public power pro- 
moters have the support of many 
radical groups, and that their strat- 
egy goes hand in hand. The Un- 
American Activities Committee has 
reported that it uncovered a mam- 
moth nation-wide campaign of politi- 
cal subversion. 


Soviet Propaganda Techniques 


The Soviet Union alone is spend- 
ing something like $1,167,000,000 a 
year on propaganda, while the East 
European satellites spend another 
$529,000,000, with America and its 
power supply the number one tar- 
get. A harmless incident taking 
place in Oregon, or Vermont, or in 
Texas, is hastily doctored up to fit 
into the great socialist scheme of 
things. The once harmless incident 
is quickly made to carry an evil por- 
tent for the population. It is given 
catch phrases, and it covers the na- 
tion in a matter of days, and oft- 
times in a matter of hours. 

Teachers and writers and many 
commentators unwittingly reflect the 
prepared socialist philosophy. We 
simply must reach these influential 
people. We cannot afford to let ex- 
perts in hatred toward the profit sys- 
tem have their say, without some 
kind of answer. 

At this point, I would like to 
recommend three simple steps which, 
if followed, can and should improve 
consumer understanding. Because 
the time is running out, I will briefly 
name them and sit down. It is not 
my intention to disparage other in- 
dustry activities which are being 
carried on for the common good. I 
do not think it possible for us to 
overdo our public relations job. But 
in my opinion, and coming from the 
day-by-day experience in a very rug- 
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ged part of the country, I would like 
to suggest that we give special em- 
phasis to three things, as follows: 

First, I urge each utility to pay 
closer attention to the wishes and 
needs of our customers. Each one 
of us makes our warmest friends by 
doing friendly things. It may be in 
the matter of service, or community 
building, or through the hearts of 
our employees. There is no one 
answer. But surely our first obliga- 
tion is to continue to live right, and 
to keep our houses in order. 

Secondly, I would recommend that 
every utility resolve here and now to 
place less reliance upon programs 
the other fellow has started but 
rather to make some immediate effort 
to literally shake hands, each utility 
with its own customers. It is ex- 
tremely difficult for a busy officer of 
the company to appear before a PTA, 
or before a television audience in a 
news interview. But after looking at 
some of our survey reports, I am con- 
vinced that unless we are willing— 
and that means all of us—unless we 
are willing to take time out to per- 
sonally talk with more people about 
our problems—talk face to face with 
them—we can never achieve under- 
standing, at least not in the lifetime 
of anyone here today. Oral persua- 
sion, visiting with our customers 
face to face, is a must, if we want 
the public to understand. 

Thirdly, I am inclined to believe 
with many of you that promiscuous 
name-calling does not gain too many 
advantages. We must leave the door 
open to potential friendly allies. In 
the first place, new alliances and 
new supporters are re-shuffled so of- 
ten these days, that we cannot afford 
to widen the gulf of resentment and 
the distrust that comes by name-call- 
ing. One never knows whether a vote 
for public power yesterday will favor 
private management tomorrow. Our 
object should be to work with every- 
one who will sit down with us. 

When it comes to the extreme ad- 
vocate of public power, however, I 
will be the first one to recommend 
that we take him on. I believe in 
calling a spade a spade, and I have 
never run away from a good fight 
yet. I believe the industry itself 
should stand up and challenge the 
perfectly foolish statements that are 
flooding the nation. I believe we may 
go one step further. I believe we 
Should put the spotlight upon the 
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EEI Member Company Research Projects 
Total 968, Survey Shows 


SURVEY started in July, 1956, by 
Edison Electric Institute’s Re- 
search Projects Committee to deter- 
mine the nature of and extent of 
research work being done by member 
companies in the production, trans- 
mission, distribution and use of elec- 
tricity has just been completed, Don- 
ald S. Kennedy, Institute president, 
announced at the 25th Annual Con- 
vention of EEI in Chicago. 


The survey finds that EEI member 
companies have in operation or have 
recently completed 968 research proj- 
ects of which 763 are on separate 
and distinct subjects. Only original 
organized investigation into new 
equipment, new processes or new 
methods of general interest to the 
entire industry was considered, Mr. 
Kennedy said. Projects either wholly 
or partially sponsored by the Institute 
were included. 

While the survey shows that atomic 
energy is the predominant single item, 
it revealed that there is a wide diver- 
sity of areas in which scientific re- 
search is being conducted. The largest 
number of reasearch projects, 302, 
was concerned with transmission and 
distribution, while 229 were devoted 
to power plants. Among the others 
were: system planning, engineering 
and operation, 75; general engineer- 
ing items, 35; customers’ utilization, 
34; economic subjects, 23; personnel, 
19; area development, 19; company 


management subjects, 14; and sales, 
11. 

The survey was conducted by How- 
ard P. Seelye, consultant for the In- 
stitute’s Research Projects Committee. 
Among the many research projects 
reported are those dealing with: 
steam plants — combustion problems, 
air pollution, extension of steam 
tables to higher temperatures and 
pressures, gas turbines; transmission 
and distribution — plastics in cable 
joints and insulation, fiber glass for 
poles and insulators, aluminum for 
cable conductors and sheaths, meter- 
ing; system planning, engineering and 
operation — extra high voltage trans- 
mission, thermal characteristics of 
soils, economic distribution voltages, 
customers’ utilization—load character- 
istics, air conditioning, farm electri- 
fication, heat pumps, steel production. 

Research projects other than those 
in the engineering category include: 
sales—general promotion of the use 
of power, industrial development, 
economic indexes, cost of money, elec- 
tronic computers, and in relation to 
area development natural resources, 
water conservation, minerals and ag- 
riculture. 

One objective of the survey is to 
facilitate the exchange of informa- 
tion among member companies re- 
garding their present research activ- 
ities and their results in order to 
obtain the greatest benefits and to 
minimize duplication. 





individual that promotes untruth, 
and explain just why he’s doing it. 
One thing is certain to my mind. 
The longer we let these falsifiers get 
by with misinformation, the more 
courageous they become. If a man 
is a Socialist, if his operations are 
unethical and evil, then I believe we 
have every right to draw public at- 
tention to such facts. Preliminary 
inquiry into the background of some 
of them convinces me that they are 
vulnerable. It may clear the air if 
we do take them on. 

So, I will reaffirm what I have said 
before. The public is on our side to 
start with. Our customers desire 
security and peace. They are not un- 
grateful for the many advantages 


which the great industries of Amer- 
ica have provided. They desire us to 
carry on. Therefore, it seems to me 
that our one big problem is to get 
closer to the public, to let our cus- 
tomers know, first, what we plan to 
do in order to advance their security 
and well-being; secondly, we must 
talk to them face to face, as well as 
to the nation’s leaders of thought, 
and explain our goal in simple terms. 

If we will do this conscientiously, 
I believe I am safe in predicting that 
all will be well with us. I believe we 
can and should work together. And 
I and my associates in the Water 
Power will stand with you in your 
efforts. Now I wish you good luck 
in your endeavors. 
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25th EEI Convention 


(Continued from Page 166) 


the electric utility industry’s highest 
honor, was presented to the American 
Gas and Electric Co. in ceremonies at 
the Civic Opera House on Wednesday 
evening, June 5. The Award was pre- 
sented to Philip Sporn, AGE Presi- 
dent, by Philip D. Reed, Chairman of 
General Electric Co., donor of the 
award. 

Following the Coffin Award presen- 
tation ceremony, a musical review en- 
titled “Keep It Light” was offered 
through the courtesy of General Elec- 
tric Co. Phil Silvers, TV Sgt. Bilko, 
with Pvt. Doberman, and “Her Nibs” 
Georgia Gibbs, the Wiere Brothers, 
Del Ray, the Amin Brothers and 
Claire Monette were featured. Film 
star Ronald Reagan was MC for the 
colorful review which included a cast 
of singers and dancers and a 15-piece 
orchestra. 

A major part of the credit for the 
very successful Convention was due to 
the Commonwealth Edison Co. for its 
able handling of numerous pre-Con- 
vention and Convention activities. 
Special thanks were extended to Willis 
Gale, Chairman of the Board; Ray- 
mond D. Maxson, Senior Vice Presi- 
dent, and Herbert C. Hoff, Staff 
Assistant. 


At the conclusion of the final ses- 
sion on Wednesday afternoon, June 5, 
Mr. Kennedy spoke for the entire In- 
stitute in expressing appreciation to 
the many groups whose efforts con- 
tributed immensely to the success of 
the Convention. He gave special recog- 
nition to the staff of Commonwealth 
Edison for handling of many details. 


The General Electric Co., through 
whose courtesy the excellent enter- 
tainment was presented on Wednes- 
day evening, received a well-deserved 
note of appreciation. 


Special mention was made of Elec- 
trical World and of the members of 
its staff who worked long hours so 
that the Unconventional Daily, with 
its interesting news coverage of Con- 
vention events and _ personalities, 
would be available each morning. 
Westinghouse Electric Corp. was 
thanked, too, for making provisions 
for all projection equipment used for 
visual presentations by the speakers 
at all General Sessions. 
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American Gas and Electric 
Wins Coffin Award 


(Continued from Page 174) 


the excellent safety record, and low 
personnel turnover. 

This emphasis on personnel develop- 
ment is an important factor contribut- 
ing to the excellent load-building 
record made by the company. A well- 
planned residential promotion in par- 
ticular has produced many all-electric 
homes in the AGE System’s service 
area. Advertising, demonstrations, a 
strong dealer cooperative program and 
participation in the HOUSEPOWER 
and Live Better—Electrically pro- 
grams were among the tools used to 
achieve outstanding results. Annual 
use by AGE System domestic custo- 
mers averaged 3,318 kilowatthours in 
1956, an increase of 154 per cent over 
1946. Average use nationally rose 123 
per cent over that same period. 

The company’s promotion of the 
heat pump has been outstanding. 
At the end of 1956 there were 635 
end of 1956 there was a total of 635 
heat pump installations either already 
completed or being made on the AGE 
System, involving 917 heat pump 
units. There are in addition 7,056 re- 
sistance home heating installations on 
the AGE System. 





State Regulation 
(Continued from Page 196) 


administrative agencies and activi- 
ties which are gradually eating into 
our Statehood, thereby destroying 
that balance between the several 
States and the Federal government, 
which the Constitution so painstak- 
ingly tried to create in order to give 
stability and permanency to the Na- 
tion. The continual overlapping of 
the jurisdiction of the Federal gov- 
ernment over that of the several 
states has grown to an alarming 
extent, and in my opinion a national 
awakening is needed to restore the 
proper functions of the Federal and 
State government to their rightful 
equilibrium and sphere. 

This is not going to be an easy 
task. This new concept of govern- 
ment had grown alarmingly in 
strength, in power and in adherents. 

In conclusion I wish to emphasize 
that the idea has taken root in the 
minds of many people that you can 
get something for nothing so long as 
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you get it from the government. This 
idea of government has caused many 
people to abandon such fundamental 
qualities of character as self-reli- 
ance, resourcefulness, ingenuity and 
the will to succeed. Incentive and 
the right to enjoy the fruits of one’s 
labor have been steadily restricted 
by regulation, and circumvented by 
excessive taxation. It is time, there- 
fore, for all of us individually and 
collectively, to take stock of our na- 
tional government as it functions 
today. So-called ‘Good Samaritans’ 
are steadily moving in on our per- 
sonal liberty and freedom. If that 
freedom and initiative are destroyed 
our nation will most likely fall into 
decay and disintegration. 

It behooves everyone who believes 
in States rights and private enter- 
prise to be at all times eternally 
vigilant to protect and defend their 
preservation. 





‘This I Believe’ 
(Continued from Page 218) 


tion that we have built in America. 

Let us remember also that ignor- 
ance is not eradicated by merely writ- 
ing letters, mailing out booklets, or 
giving speeches: There is a purely 
mechanical process for doing this; 
but doing it means going through all 
the details of that process. We know 
a great deal about this. We know that 
the only way to find out if people 
think a certain way is to ask them. 
This means surveying and resurvey- 
ing, to make sure that our effort is 
not wasted. 

We are faced with a difficult task at 
best. We know what we must do; 
there seems to be no different or bet- 
ter way of dealing with our problem. 
Thus far, there is only this one solu- 
tion available to us. 


Each Must Face Problem 

Each of us must ask himself what 
he will do about this problem. The 
composite answer will determine 
whether we as a nation go down into 
darkness as have all the uncounted 
millions who came before us, or 
whether we shall preserve for our 
posterity the great benefits of free- 
dom that we have enjoyed. And 
therein lies the challenge facing us to- 
day. May God grant us the wisdom 
and the courage to meet it. 
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Transportation, R. E. HAMEL 


The Dayton Power and Light Co., Dayton, Ohio 

Public Service Co. of Colorado, Denver, Colo. 

The Cleveland Electric Illuminating Co., Cleveland, Ohio 
Consolidated Edison Co. of N. Y., Inc., New York, N. Y. 
Rochester Gas and Electric Corp., Rochester, N. Y. 


Union Electric Co., St. Louis, Mo. 

Pacific Gas and Electric Co., San Francisco, Calif. 
Wisconsin Power & Light Co., Madison, Wis. 

Middle South Utilities Inc., New York, N. Y. 

Duquesne Light Co., Pittsburgh, Pa. 

The Detroit Edison Co., Detroit, Mich. 

American Gas and Electric Co., New York, N. Y. 
Consolidated Edison Co. of N. Y., Inc., New York, N. Y. 
Niagara Mehawk Power Corp., Syracuse, N. Y. 
Consolidated Edison Co. of N. Y., Inc., New York, N. Y. 
The West Penn Electric Co. (Inc.), New York, N. Y. 
Long Island Lighting Co., Hicksville, N. Y. 

Western Massachusetts Electric Co., Springfield, Mass. 
The Montana Power Co., Butte, Mont. 

Public Service Electric and Gas Co., Newark, N. J. 

Public Service Electric and Gas Co., Newark, N. J. 

The Southern Co., Inc., Atlanta, Ga. 

The Detroit Edison Co., Detroit, Mich. 

The Cleveland Electric Illuminating Co., Cleveland, Ohio 
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